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FOREIGN TRADE POLICIES OF THE 
UNITED STATES AND SOVIET RUSSIA 


BY RICHARD SCHULLER 


I 


, trade policy is guided by the principle of most-fa- 
vored-nation treatment among all nations —a policy opposed by 
the Soviet Union, which terms it “capitalistic” and “imperialistic.” 
The indictment is rather confusing, but whatever else it may 
mean, it indicates Soviet Russia’s belief that her concept of trade 
policy does not agree with the American concept. An attempt to 
explain this antagonism shows at first glance that the United 
States and Russia trade peacefully with each other, that no con- 
flict exists in their reciprocal trade relations, and that none can be 
expected. True, the United States grants most-favored-nation 
treatment to Russian goods, while Russia has a foreign trade 
monopoly in the context of which the most-favored-nation clause 
makes no sense. Nevertheless, trade relations with Russia are not 
unsatisfactory to the United States. Russia needs American ma- 
chinery, and buys quantities ranging between the g million 
dollars’ worth purchased in 1933 and the 113 million dollars’ 
worth bought in 1930. For her part, she has little to sell to the 
United States; though Amtorg has marketed more than 200 items 
in this country, only a few lines, such as furs, bristles, and plati- 
num, manganese, and chrome ores, have constituted any real 
business. American imports from Russia have been about 20 
million dollars annually, and in the period 1922-38 amounted 
to 580 million dollars less than American exports to that country. 
But neither the United States nor Russia wants to change this 
relationship, and indeed, it is difficult to see how it could be 
changed in the prevailing circumstances. 

According to the American Suggested Charter for an Inter- 
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national Trade Organization, which is now under international 
discussion, the Russian trade monopoly would benefit by such 
provisions as the most-favored-nation treatment, tariff reductions, 
and others. But the Russian monopoly can offer no reciprocal 
provisions; in the first place, Russian tariff levels are of no im- 
portance to the countries exporting to Russia, and in the second, 
the Russian monopoly can, without publishing any trade curbs, 
restrict imports or discriminate among countries simply by not 
buying certain commodities or by not buying from certain coun- 
tries. The Charter had to find means for Russia to make some 
concessions to the exporting countries. It therefore proposes that 
Russia should guarantee to purchase a stipulated quantity of goods 
each year from the other members of the organization as a whole. 
The amount of this guarantee would be subject to revision from 
time to time. As a matter of fact, before the war Russia employed 
a similar method in agreements with the United States and other 
countries. The proposal to negotiate the amount of Russian pur- 
chases not with single countries but with all countries as a group 
would cause no difficulties to Russia, which plans her whole im- 
port program, but it is impractical from the point of view of the 
other countries and it does not achieve expansion of their trade 
with the Soviet Union. It betrays the embarrassment of countries 
which have to deal with a trade monopoly, and it seems to me to 
be a very wrong application of the multilateral principle. 

The same can be said of the Charter provision that the margin 
between the Russian trade monopoly’s purchase and sale of a 
certain product shall be open to negotiation in the same way as 
tariffs. The Charter further provides that Russia should guarantee 
that the foreign purchases and sales of her state trading enter- 
prises shall be influenced solely by commercial considerations. 
Since such considerations cannot be controlled, the monopoly 
would be free to buy and sell where it likes, and nobody would 
be able to prove whether its decisions have been influenced by 


1U. S. Department of State, Suggested Charter for an International Trade Or- 
ganization of the United Nations (Washington, September 1946). 
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political or other reasons. Thus Russia, under the Charter, would 
continue to enjoy the most-favored-nation treatment everywhere, 
without assuming any serious obligations herself, and would have 
no reason to attack the American trade policy. We must look to 
the relationships of the United States and of Russia with other 
countries for the explanation of the existing antagonism. 


II 


From the time of the acceptance by Congress of Cordell Hull’s 
trade agreements program in 1934, the United States has made a 
succession of sincere efforts to reverse the restrictive trend of world 
trade policies. This American policy is shaped by two ideas. First 
of these is the creation of international organizations to control 
monetary policies (International Monetary Fund), foreign invest- 
ments (International Bank for Reconstruction and Development), 
and international trade (International Trade Organization). The 
second principle is that foreign trade should be regulated only by 
tariffs and that all other restrictions should be abolished. Tariffs 
should be reduced by trade agreements, and the same tariffs should 
be applied to the goods of all countries. 

The tariff views are by no means new, having guided the policy 
of most countries up to the crisis of the thirties. But in this crisis 
many European and Latin-American countries established quan- 
titative import restrictions, exchange controls, and bilateral clear- 
ing agreements. Moreover, England developed preferential agree- 
ments with the British dominions and colonies. It was primarily 
from these areas, and not from Russia, that the opposition against 
American policy arose. 

Influential groups in England and in other countries currently 
believe that their economies, which have been weakened by the 
effects of the war, need the prewar restrictions on foreign trade 
even more urgently than before, and that these emergency meas- 
ures could serve as a basis for planned trade and planned econo- 
mies. This tendency is reinforced by the fear that their internal 
stability would stand to lose more than it would gain by an alliance 
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with the American dollar, because the United States would not 
succeed in averting serious depressions. 

Faced by this opposition, the United States government con- 
sidered it most important to reach an agreement on trade policy 
with England first, and negotiated with her step by step toward 
this end. England was represented by Lord Keynes and his 
colleagues, and the fruits of their cooperation with the American 
experts are embodied in the American Proposals for the Expan- 
sion of World Trade and Employment, published by the State 
Department in November 1945. Keynes agreed with the funda- 
mental principles of American policy because he knew that freer 
international trade was of the greatest importance for Great Brit- 
ain. He therefore supported the establishment of the Monetary 
Fund, the International Bank and the International Trade Or- 
ganization, accepted the American proposal to abolish British 
exchange control for current transactions, and found a compro- 
mise on the controversial problem of British Empire preferences 
that would call for their gradual diminution instead of an increase. 
On the other hand, Keynes believed, and succeeded in convincing 
his American associates, that England needed several safety valves 
over an extended transition period. Therefore depreciation of 
the currency by 10 percent is permitted under the present Mone- 
tary Fund regulations; moreover, the Fund can agree to the de- 
preciation of a currency by more than 10 percent, and to the re- 
establishment of exchange controls in order to conserve scarce 
currencies. The British-American loan enables England to over- 
come the immediate difficulties of her balance of payments. 

The Proposals also contain a most important American conces- 
sion in terms of quantitative restrictions on trade. They establish 
the principle that no quotas should be imposed, but the possible 
exceptions admit all kinds of quotas. Most far-reaching is the pro- 
vision under which a country confronted with an adverse balance 
of payments may apply quantitative restrictions to its imports in 
order to restore the balance. Under such a ruling, every country 
with the exception of the United States would be able to pretend 
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that it needs such quantitative restrictions to equilibrate its bal- 
ance of payments. The British always stress that they want not 
to shorten the long leg of their foreign trade but to lengthen the 
short leg, but by imposing import quotas they would obviously 
shorten the long leg. The whole concept of combating balance 
of payment disequilibrium by quotas seems to me to be erroneous; 
moreover, in view of the efficient safety valves which have already 
been set up in the machinery of postwar trade policy, such meas- 
ures should not be necessary. In the circumstances, the inclusion 
of such a provision may have been unavoidable, and may be ex- 
pected to facilitate the acceptance of the Proposals by many coun- 
tries. But there can be no doubt that their value for the achieve- 
ment of freer trade is seriously diminished by the provision that 
“any member confronted with an adverse balance of international 
payments may, as an aid to the restoration of equilibrium therein, 
impose or maintain restrictions on the quantity or value of mer- 
chandise permitted to be imported.”? It can only be hoped that 
the dangers arising from the adoption of these restrictive practices 
will be lessened by the control of these practices to be exercised 
by the International Trade Organization. 

Lord Keynes was aware of the fact that Bretton Woods, the 
British-American loan, and the allowance for import quotas would 
go far toward allaying the fears entertained by the British because 
of the difficulties in their balance of payments. Consequently he 
was deeply angered by those English groups that still advocated 
the formation of a sterling bloc and governmental direction of 
foreign trade, and opposed the whole American program. In his 
own words, “It is surely crazy to prefer the separate economic blocs 
and all the friction and loss of friendship they must bring.”? “It 
shows how much modernist stuff, gone wrong and sour and silly. 


is circulating in our system... that we should have given so 
doubtful a welcome to this magnificent objective approach.’ 
2 Tbid., p. 14. 


® Speech by Lord Keynes in the House of Lords on December 18, 1945. 
* Keynes, ““The Balance of Payments of the United States,” in Economic Journal 


(June 1946) p. 186. 
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Keynes did his best to provide measures that would militate 


against the formation of a big deficit in Britain’s balance of pay- 
ments and would cover a deficit during the transitional period, 
but he did not emphasize the ominous threat of economic collapse 
in England, which British economists now predict as a conse- 
quence of her unfavorable balance. This balance certainly pre- 
sents difficult problems, and the manner of dealing with them will 
greatly affect the economic recovery of England and of other 
countries. For their own sakes all nations should avoid actions 
that would aggravate the British situation. But I question whether 
this end is being served by economists who, with undoubtedly 
good intentions, profess to foresee catastrophic British export 
deficits. 

In 1944, I wrote, “Actually it is not improbable that under 
postwar conditions Britain’s exports will be greater and her bal- 
ance more favorable than before the war.’> In 1946, British ex- 
ports amounted to 912 million pounds as against an average of 
540 million pounds in the years 1936-38. The trade balance deficit, 
which the economists had estimated would be 600 million pounds, 
was 335 million. The argument that prices were higher while the 
volume of exports was only about the same as in 1938 is not valid 
because, in the second half of 1946, the export volume increased 
considerably and because, in 1946, coal represented only 1 per- 
cent of total exports in comparison with 8 percent in 1938. Prices 
were higher than before the war, but that means that the excess 
of imports over exports, which averaged 410 million pounds in 
1937 and 1938 and 335 million in 1946, was even smaller in 1946 
than before the war, if the excess is calculated in “‘real’” terms. In 
the first quarter of 1947, exports amounted to 250 million pounds 
despite the coal crisis. 

Since the British balance has substantially improved and is 
likely to continue to improve, the opponents of multilateral trade 
change their argument to stress that in 1946 England’s imports 


5 Richard Schiiller, “Great Britain’s Trade Policy,” in Social Research, vol. 11 
(September 1944) pp. 279-80. 
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from the United States were 365 million pounds greater than her 
exports to the United States. Indeed, England could never pay 
for her imports from the United States by direct exports, and this 
is precisely the argument in favor of multilateral trade. 

At present, England has an American credit line and draws 
upon it; the exchange rates are managed by the governments and 
there is no reason to assume that they will not be shifted; many 
commodities are scarce but may in time be more readily available 
in a number of countries. In these circumstances there is no way 
of knowing in advance what part of the goods that England now 
buys in the United States she may later be able to import from 
other countries, and which currencies will be convertible, thus 
making multilateral trade possible. That is why it is decidedly 
premature to predict, as so many people now do with great assur- 
ance, that dollar scarcity will be a permanent problem. Keynes 
himself said that the “chances of the dollar becoming dangerously 
scarce in the course of the next five to ten years are not very high.’’® 

But dollar scarcity or no scarcity, the champions of the sterling 
-bloc continue to attack the trade policy on which the American 
and the British governments agreed, and criticize the American 
motives, ignoring the fact that American exports represent only 
a small portion of domestic production. According to L. S. Amery, 
former Secretary of State for India, “American manufacturers 
want to find an immediate outside market for their mass pro- 
duction. They want to find jobs for 60 million Americans by trip- 
ling their exports. For that purpose they want to keep the rest 
of the world broken up into small economic compartments, pre- 
vented by low tariffs from competing with American industries.”? 


Ill 
Following the line of the proponents of the planned sterling bloc, 
and echoing their arguments, Russia enters the scene with the plan 
for a ruble bloc. Professor Eugene Varga, the leading Soviet 


© Keynes, “The Balance of Payments .. .” (cited above) p. 185. 
7 New York Times, January 24, 1947. 
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economist, contends that British Foreign Secretary Bevin’s foreign 
policy fails to defend the interests of the British Empire against 
American efforts to destroy the economic bases of that Empire. 
According to Varga, Empire preference is the only means of pre- 
venting United States competition from driving British industry 
from the markets of the Empire.® 

The ruble bloc concept is based on Russia’s contention that her 
neighbor countries are her sphere of influence, and on her desire 
to reinforce her political ties by close economic relations. She fears 
that her neighbors will not be able to establish such relations with 
her if they are obliged to grant most-favored-nation treatment to 
the United States and to other countries. In this fear resides the 
reason for the Russian attack on the American policy of equal 
opportunity of trade and for her absence from the discussions of 
the American proposals for the expansion of world trade. 

The oft-repeated pattern of the Russian attitude appears in an 
article in Pravda: “The trade agreement between the United 
States and China returns China to a ‘semi-colonial’ condition. 
Behind the American talk of ‘equal opportunities’ in China is 
a campaign to strengthen American business and the domination 
of foreign markets. It gives the United States most-favored-nation 
treatment ‘to the detriment of other countries.’’’® The only 
“detriment” to other countries is that they cannot obtain prefer- 
ential treatment from China in order to discriminate against Amer- 
ican goods. 

The question is whether the American trade policy actually 
would hinder the establishment of closer economic ties between 
Russia and her neighbors. These neighbors are nationalizing 
most of their industries, and exports and imports of nationalized 
industries are transacted through governmental agencies. The 
most-favored-nation clause cannot, of course, be applied to the 
transactions of these agencies with the Russian trade monopoly. 
In accord with prevailing practice, Czechoslovakia, for one, es- 


8 Pravda, February 15, 1947. 
® Quoted in New York Times, December 20, 1946. 
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tablished a state-owned buying concern for her nationalized in- 
dustries and one governmental concern each for the import of 
ores, cottons, and other raw materials. Special arrangements were 
made for trade with countries in the Soviet bloc, and a pleni- 
potentiary for trade with the Soviet Union was appointed. But 
despite these measures, Czechoslovakia’s trade with western coun- 
tries increased; only some 20 percent of her exports go to Russia, 
and the Danubian and Balkan countries, while 80 percent are 
consigned to the west. The Czech Communist party regards this 
development as an alarming sign and protests that something must 
be done to correct the situation. But this situation is the conse- 
quence of the natural and historical fact that Czechoslovakia, like 
the other countries in the Russian sphere, can buy only a small 
part of her imports from Russia and the other countries in that 
sphere, and can sell them only a part of her exports. Before the 
war, about one percent of the neighbor countries’ trade was trans- 
acted with Russia. Currently this trade has been stepped up by 
reparations and by Russia’s reconstruction needs. But even the 
application of all possible means of promoting trade within the 
Russian sphere will not alter the fact that the standard of living 
and employment in these countries depends on their trade with the 
west. They will therefore have to grant most-favored-nation 
treatment reciprocally to goods produced by the western countries, 
and the latter countries will probably be willing to conclude such 
agreements, even though they know how much the value of the 
clause is diminished for them if Russia’s neighbors transact a great 
part of their trade through government agencies. Nobody could 
or would force Russia’s neighbors to participate in the Interna- 
tional Trade Organization. These countries, however, cannot 
renounce the possibility of exporting to the countries outside the 
ruble bloc. Thus Russia’s criticism of the United States trade 
policy is the expression of her own discontent with the dependence 
of her neighbors on world trade. 

Russia assumes that the political attitudes of her neighbors 
would be influenced by their economic relations with the western 
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countries. Though such reciprocal effects certainly do occur, the 
last war proved again the primacy of politics when many coun- 
tries of southeastern Europe and of Latin America, in which Ger- 
many had established spheres of economic influence, went into 
the war against Germany or remained neutral. 

Unhappily there is no Russian Lord Keynes who might illumin- 
ate the errors of the ruble bloc concept, as Keynes pointed out 
those of the sterling bloc plan. In fact, the advocates of these 
blocs are even receiving succor from protectionist isolationists in 
the United States Congress. At present, the United States govern- 
ment and eighteen other nations are negotiating trade agreements 
in Geneva. Attempts have been made in Congress to torpedo the 
Geneva conference, but our representatives have countered these 
attacks by including in their agreements an escape clause according 
to which either party can revoke any tariff reduction that would 
work undue hardship upon any industry. This is quite an unusual 
formula, but it is less dangerous than it looks because there will 
be no need to apply it. There is no branch of American produc- 
tion that has been seriously damaged by the trade agreements 
concluded since 1934. The United States has proposed and con- 
cluded important international economic and monetary conven- 
tions and will not repudiate its obligations. Economic isolationism 
can prevail only in conjunction with political isolationism, and 
economic cooperation will not be abandoned so long as attempts 
at political cooperation continue. 

The great majority of the British will not forget that multi- 
lateral trade is a system upon which British commercé essentially 
depends and that therefore the American trade policy, which en- 
visions its restoration, presents them, as Keynes put it, “with... 
a tremendous opportunity.” Though Russia would also profit 
from the American trade policy, her foreign trade plays no great 
role in her economy, and she can therefore take the risk of losing 
some commercial advantages in order to achieve a political pur- 
pose. A test of her attitude was made in the negotiations of the 
first peace treaties, which were a prelude to the discussions on 
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postwar trade policy. Russia opposed the insertion of the most- 
favored-nation clause in the provisions dealing with trade and 
shipping, but finally accepted such clauses limited to short periods. 
The Soviet government will soon see that it loses nothing by her 
neighbors’ endorsement of the most-favored-nation policy; on the 
contrary, she will find that these neighbors need such a policy and 
profit by it. And it will be rather difficult to show how the policy 
promotes American “imperialism.” 

Russia only unwillingly agreed that ships of all nations should 
enjoy equal treatment on the Danube, but let us for a moment 
consider the background of this problem. The Danube statute 
of 1856 established a European Danube Commission for the ad- 
ministration of the estuary from Braila to the Black Sea. Russia 
was a member of this Commission, but in 1921, when the Com- 
mision was reestablished, she was not invited to join again. In 
1921, an International Danube Commission was also created; in 
addition to the riparian countries, membership included England, 
France, Italy, and a number of other countries, but not Russia. 
It can easily be understood that she is therefore somewhat suspi- 
cious when Danubian questions arise, and that she is now inclined 
to exclude the western powers and to refuse equal treatment to 
their ships. But what does that mean in practice? Except for a 
small French company, which had a few boats on the Danube, 
a nonriparian flag was a rarity on the river, and there were, and 
will be, few opportunities to apply or refuse equal treatment to 
foreign boats. It is quite another question whether Russia can 
acquire a half interest in the Danubian shipping companies as 
reparations or in some other fashion. That would strengthen her 
Danubian position, but at a price, since these companies not 
only earn no profits but require substantial subsidies. In any case, 
such acquisitions are unrelated to the American program of equal 
opportunity of trade. 

The question is whether Russia will fail to perceive that she 
would not gain anything by disrupting commercial relations be- 
tween her neighbors and the rest of the world, but would instead 
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assume heavy responsibilities toward those neighbors whose vital 
interests demand the restoration and the development of their 
prewar trade relations. Politically, it would be unfortunate if 
Russia and her neighbors should not become members of the 
International Trade Organization; economically, the countries 
outside of the Soviet sphere would not be seriously affected. 


IV 


The American Proposals for the Expansion of World Trade and 
Employment have been modified repeatedly. In February 1946, 
the Economic and Social Council of the United Nations adopted 
a resolution calling for an International Trade Organization and 
establishing a Preparatory Committee to formulate a draft charter 
for such an organization. In September 1946, the United States 
Department of State published its Suggested Charter for an Inter- 
national Trade Organization, which is just a more elaborate edi- 
tion of its Proposals. The Preparatory Committee met in London 
in the fall of 1946 and during the six weeks of discussion the 
American experts had to retreat still further from their ban on 
quantitative trade restrictions. They also made concessions on 
preferential tariffs and on tariffs protecting infant industries. In 
December, the State Department published a preliminary draft 
of the Charter for the International Trade Organization of the 
United Nations, which will be submitted to an International Con- 
ference on Trade and Employment, scheduled for the end of 1947. 

Through all its metamorphoses the Charter has followed the 
principles of the original Proposals which Keynes helped to draft. 
Comments and suggestions from experts of many countries have 
been considered in modifying the various drafts, in order to re- 
move misunderstandings and to make the draft acceptable to all 
countries. Of the eighty-nine articles in the last draft charter, 
seventy-four are articles already agreed on by the Preparatory 
Committee. Much patience and good will have been shown in 
this work. It seems to me, however, that many articles have 
become too complicated, and that it is neither possible nor de- 
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sirable to try to develop in such a document the whole casuistry 
of trade agreements, which has always been, and can only be, the 
task of the negotiators charged with the execution of the trade 
policy of their countries. Their practice, their negotiations, and 
reciprocal relations are elements which play an important role in 
normal trade agreements and cannot be discarded in international 
trade connections. I hope, therefore, that the draft will eventually 
revert to the simpler forms of the Proposals. 

I believe that the American program has a good chance to be 
accepted by most countries. It is a compromise program, which 
is certainly not overambitious but still takes a definite step in the 
direction of freer trade. The American proposals are well under- 
pinned by the International Monetary Fund, the International 
Bank, the British-American loan, the creditor position of the 
United States and its trade agreements program. For the first time, 
this country comes forward as the champion of freer trade and 
nondiscrimination. 











WAGE FLEXIBILITY UPWARDS’ 


BY L. ALBERT HAHN 


Au business cycle theories work with certain basic assumptions. 
One of the more important, if not the most important, of these 
assumptions concerns the movements of wages in relation to advan- 
cing and receding prices, for the resulting rise and decline in real 
wages have been, and are still being, cited by many writers as the 
cause of fluctuations in employment during inflationary and de- 
flationary movements. 

It is the intention of this study to prove that the prevailing 
assumptions must be modified, if a realistic, rather than a purely 
speculative, theory of business cycle movements is to be developed. 
In order to show the consequences of what we think are the 
correct assumptions, we shall proceed with the same analytical 
method that Lord Keynes used in his General Theory? As a 
matter of fact, we shall consider the functional relationships as 
outlined by Keynes entirely correct. What we object to is not 
his theoretical concept. In the course of time, however, certain 
basic assumptions on wage inflexibility, which had been intro- 
duced by Keynes as valid “in the general case” and “as a rule,’ 
have been tacitly assumed to be present in every case, with the 
result that far-reaching theoretical and practical conclusions have 
been drawn unconditionally. Keynes’s responsibility for this situ- 
ation, which to the present author seems very dangerous, lies in 
the fact that he failed to emphasize sufficiently that his theoretical 
conclusions are valid only under very specific conditions. Perhaps 
he felt this responsibility when he spoke in his posthumously 
published article of “modernist stuff, gone wrong and turned 


1 The writer is indebted to Dr. Hans Neisser of the Graduate Faculty, New 
School for Social Research, for many valuable suggestions. 

2 John Maynard Keynes, The General Theory of Employment Interest and Money 
(New York 1936) Chapters 2, 20, and 21. 

8 Ibid., pp. 3 and 13. 
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sour and silly.”* Perhaps he regretted his wholesale rejection of 
the “characteristics” assumed by classical theory which, as he 
says at the beginning of his General Theory, “happen not to be 
those of the economic society in which we actually live, with the 
result that its teaching is misleading and disastrous if we attempt 
to apply it to the facts of experience.”® 


Some Historical Remarks 


In classical theory, the idea that wages are sticky in comparison 
with prices plays no important role. Classicists were concerned 
chiefly with long-term analysis and were therefore not interested 
in changes of profit margins resulting from lags which they con- 
sidered transitory. A remarkable exception is David Hume’s 
famous description of the short-run effects of inflation and defla- 
tion in his essay on money,® in which, incidentally, almost all 
correct notions of modern theory are anticipated, whereas unwar- 
ranted generalizations are avoided. 

In neoclassical literature, especially where business cycle theo- 
ries are developed, wages are generally assumed to be “moder- 
ately” sticky in both upward and downward directions. The 
increasing profits that entrepreneurs derive from a lag in wages 
behind rising prices offer an explanation for credit and employ- 
ment expansion. And the declining profits or the losses that entre- 
preneurs suffer from a lag in wages behind falling prices serve to 
explain credit and employment contraction. A multitude of other 
minor features of the business cycle are also explained by what 
Schumpeter calls “the race between prices and wages.”? On the 
other hand, it is assumed that after a certain time the wage lag 
disappears and wages become entirely adjusted to rising and falling 
prices. These final adjustments offer the explanation, at least in 


* Keynes, “The Balance of Payments of the United States,” in Economic Journal 
(June 1946) p. 186. 

5 Keynes, General Theory, p. 3. 

® David Hume, Essays Moral, Political and Literary (London 1907) Part u, Essay 
3, “Of Money,” p. 294. 

7 Joseph A. Schumpeter, Business Cycles (New York-London 1939) p. 1019. 
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part, for the turn from prosperity to depression or from depres- 
‘sion to recovery. 

This was essentially the position that Keynes, too, took in his 
Treatise on Money.’ In his General Theory, however, not only 
does the stickiness of wages play a much stronger role within the 
whole system but also the basic assumptions themselves are 
strengthened. The inflexibility of wages is seen as a quasi-perman- 
ent and general, rather than a transitory and self-liquidating, 
phenomenon. This leads, on the one hand, to the idea that low- 
ering of money wages can no longer be relied upon for the attain- 
ment of full employment, and, on the other, to the conclusion that 
lowering of real wages by raising prices will, within a certain 
range, always be an adequate means of increasing employment. 
Indeed, this conclusion represents the core of Keynes’s views on 
the connection between investment and employment. Because 
“the supply of labour is not a function of real wages,’’® and be- 
cause it is not the workers’ “practice to withdraw their labour 
whenever there is a rise in the price of wage-goods,”?° “it will be 
possible to increase employment by increasing expenditures in 
terms of money.’!! The “decreasing return from applying more 
labour to a given capital equipment has been offset by the acqui- 
escence of labour in a diminishing real wage.’ And all this will 
be the case “until a point comes at which there is no surplus of 
labour available at the then existing real wages; i.e. no more men 
(or hours of labour) available unless money-wages rise (from this 
point onwards) faster than prices’!*— which is, by definition, the 
point of full employment in the Keynesian sense. It need not, 
as is so often believed, coincide with the point of full employment 
in the everyday sense, because, unfortunately, the supply price 
of labor, as fixed by unions, can move upward, even if there are 


8 Keynes, A Treatise on Money, vol. 1 (London 1930) pp. 283 ff. 
® Keynes, General Theory, p. 8. 

10 Jbid., p. g. 

11 Tbid., p. 284. 

12 Ibid., p. 289. 

18 Jbid., p. 289. 
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millions of unemployed workers “‘‘available at the then existing 
real wage.” 

It is obvious that if the Keynesian assumptions are not correct 
the essential parts of his entire system are shaken. Keynes’s “in- 
vestment theory of employment,” with which he replaces the 
classical ‘“‘wage theory of employment,” is tenable only for a system 
in which wages are not variable. Outside of such a system his 
contention that increasing “effective demand spends itself, partly 
in affecting output and partly in affecting price,”!* becomes of 
dubious value, just as do most of the conclusions drawn from Key- 
nes, especially the advocacy of an easy money policy and of gov- 
ernment deficit spending. 

Post-Keynesian literature seems to take the parallelism of in- 
vestment and employment for granted. This suggests that the 
correctness of Keynes’s basic assumptions is tacitly accepted. 

It might be pointed out that less productive labor can be paid 
for not only out of the profit margins from lagging wages’ but 
also out of the profit margins from rising productivity of labor 
or capital. This presupposes, however, that wage rates remain 
unaffected by such increasing profit margins, a matter to which we 
shall return. 

14 Ibid., p. 285. 

15In my book, Volkswirtschaftliche Theorie des Bankkredits, ist ed. (Tibingen 
1920), where I presented an “investment theory of employment” very similar to that 
of Keynes, I even then explicitly renounced the idea that less productive labor can 
be paid for out of falling real wages, stating that “the wage increase is not only 
nominal but real; for the price of goods will tend, because of the competition among 
entrepreneurs, always to equal their costs. As these will have increased only by 
the outlay for wages and not by the outlay for capital, the prices of goods will 
have risen only so far, that is, by less than wages. Thus there remains a real increase 


in the remuneration of labor, since the compensation of the other participants, 
though nominally the same, has been devaluated by the increase in the prices of 
goods” (p. 137). 

In General Theory, Keynes later presented the same idea in the following form: 
“Since that part of his profit which the entrepreneur has to hand on to the rentier is 
fixed in terms of money, rising prices, even though unaccompanied by any change 
in output, will re-distribute incomes to the advantage of the entrepreneur and to 
the disadvantage of the rentier, which may have a reaction on the propensity to 
consume” (p. 290). 











152 SOCIAL RESEARCH 


The Classico-Keynestan Assumption 


It may remain undecided whether Keynes’s assumption of pro- 
tracted inflexibility of hourly or piece wage rates in an upward 
direction was correct at the time of its introduction. Today it is 
certainly incorrect. By this statement and all that follows we do 
not, of course, mean to imply that in reality complete flexibility 
has already been achieved. There are always special reasons why 
the adjustment of wages to prices is not yet instantaneous. 

For example, there was the hesitation of labor during the winter 
of 1946-47 to claim full compensation for rising costs of living, a 
situation probably attributable to the sharp increase of real wages 
per hour during the war. Or, when an economy comes out of a 
very deep depression during which real wages have increased sub- 
stantially, owing to the Keynesian wage rigidity in a downward 
direction, there may indeed be an “acquiescence” of labor to 
declining wages, at first. An increase in weekly working hours may 
be considered compensation for reduction of real wages per hour. 
It was probably this situation that led Keynes to his assumption of 
wage rigidity in an upward direction. 

It is also true that living costs need not always move up with 
prices; therefore wage demands may not be raised in accordance 
with the increase in prices, especially in commodity prices. If 
living costs really lag behind prices in general, this means that 
other production factors are no longer receiving their previous 
reward in real terms. The owners of houses may be receiving a 
lower real rent because of long leases. The retailer may be selling 
his goods at cost instead of replacement prices. Such “inflexibili- 
ties,” however, are temporary and their end can be clearly foreseen. 
Thus we do not believe that the lag between prices and living 
costs is sufficiently substantial or protracted enough to invalidate 
our thesis that wages move up with prices. 

And finally, wage agreements may frequently prevent labor 
from asking for an immediate adjustment to changes in the costs 
of living, however much such adjustment is desired. Since entre- 
preneurs know that the agreements will end sooner or later, for 
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any long-term investment they will calculate their wage costs on 
the basis of the future higher, rather than the present lower, wages. 

Our conclusion is that if any general statement on wage move- 
ments can be made nowadays, and especially for this country, it is 
to the effect that wages move up with prices. Labor, especially in 
all those cases in which it has fought for higher nominal wages 
in the belief that its real wages were too low, will not tolerate a 
lowering of real wages by inflation, but will immediately claim 
higher wages. Nevertheless, as stated before, we do not contend 
that wage flexibility will always prevail. We merely state that it 
will prevail ‘“‘as a rule” and “in the general case,” just as Keynes 
assumed that a protracted “Keynesian range” prevails “as a rule” 
and “‘in the general case.” But even if this contention is rejected, 
it will surely be granted that it is interesting and necessary to 
describe an “‘ideal-typical” state of affairs in which these conditions 
are fulfilled. Economic theory always gains more by picturing the 
future on the basis of present trends than by examining the 
present, which is generally outdated as soon as it is fully under- 
stood. 

Accordingly, we introduce a new set of assumptions: with regard 
to the downward direction the Keynesian assumption of quasi- 
permanent inflexibility remains unchanged, whereas, for the up- 
ward direction it is replaced by the classical assumption of com- 
plete flexibility of wages and their capacity to move up to the same 
extent and at the same pace as prices. We consider this assumption, 
which we shall call the “classico-Keynesian assumption,” much 
more realistic than the one currently accepted. 

This “‘classico-Keynesian” assumption is not at all incompatible 
with Keynes’s system. On the contrary, Keynes makes explicit 
provision for the case of wages moving up simultaneously with 
prices.6 But Keynes assumes that the upward movement of wages 
will never be “fully in proportion to the rise in the prices of 
wage-goods’’!’ as long as there is substantial unemployment. Thus, 


16 Keynes, General Theory, p. 296. 
17 Ibid., p. 301. 
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what we are really doing by introducing the new assumption 
is to shorten to negligibility what one could call the “Keynesian 
range,’ and what I, myself, have called the “‘reaction-free period” ;1* 
in other words, the “illusion effect,’’ by which changes in the value 
of money are veiled, is immediately destroyed. 

Keynes himself was well aware of what occurs outside the “re- 
action-free period.” As a matter of fact, he noticed clearly the 
“apparent asymmetry between Inflation and Deflation’’ which 
must develop in a system in which labor is unwilling to tolerate 
lowered nominal wages when real wages rise, but insists on raising 
nominal wages when real wages decline: ‘““Whilst a deflation of 
effective demand below the level required for full employment 
will diminish employment as well as prices, an inflation of it above 
this level will merely affect prices.”!® That is, there will be “true 
inflation.”° So, though Keynes assumed this case to be only ex- 
ceptional, he did envision it clearly. 

Unfortunately, however, this contingency has been almost en- 
tirely neglected in contemporary literature. The possible occur- 
rence of such a situation has not been mentioned, nor have its 
features been described.21 This is the more astonishing since 
the assumption of wage flexibility is much more plausible than the 
assumption of rigidity. The latter presupposes a very peculiar 
difference in price anticipations on the part of entrepreneurs and 
of labor. The entrepreneurs are supposed to recognize that the 
increased investment leads to higher prices, on which they must 
rely in order to be able to pay the same money wages for less 

181., Albert Hahn, “Compensating Reactions to Compensatory Spending,” in 
American Economic Review, vol. 35, no. 1 (March 1945) p. 31. 

19 Keynes, General Theory, p. 291. 

20 Ibid., p. 303. 

214 notable exception is Hans Neisser’s article, “Realism and Speculation in 
Employment Programs,” in International Postwar Problems, vol. 2, no. 4 (October 
1945) PP. 517-32; see also Neisser’s “The New Economics of Spending: A Theoretical 
Analysis,” in Econometrica, vol. 12, nos. 3 and 4 (July-October 1944) pp. 237-55- 
Volumes upon volumes have been written in the last decade on achieving full 
employment by increasing investment, without mentioning the possibilty of 
compensating wage rises, or, for that matter, the importance of the absolute height 
of the wage level. 
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productive labor. Labor, on the other hand, is supposed either 
not to recognize the consequences of higher investment or, at 
least, not to take them into account in its economic decisions and 


strategy.” 
Wages, Prices, and Employment under the 
Classico-Keynesian Assumption 
Under our new assumptions, “it would . . . be impossible to in- 


crease employment by increasing expenditures in terms of 
money.”*? Increased investment will give rise to higher prices 
and wages rather than to increased employment. To follow Key- 
nes, “the crude quantity theory of money . .. is fully satisfied; for 
output does not alter and prices rise in exact proportion to the 
quantity of MV.’4 

This means, incidentally, that cyclical movements will be char- 
acterized by the “apparent asymmetry” mentioned above. The 
cycle, while remaining a price and employment phenomenon 
during the downswing, will have become purely a price phenom- 
enon in the upswing, the intercyclical trend of employment being 
downward. 

Some additional remarks, however, seem warranted. For one 
thing, it may be doubted whether prices would always rise under 
the impact of higher demand. Under the assumption of perfect 
competition (in Joan Robinson’s terminology) prices move up- 
ward in accordance with the increasing marginal costs, or, all other 
things being equal, in accordance with the decreasing marginal 
productivity of labor. If the marginal productivity of labor were 
not to decline and if the supply curve of labor were to run abso- 
lutely horizontally, prices would not need to rise. Higher demand 
would spend itself in higher output. But an entirely horizontal 
supply curve is excluded by the assumption of perfect competition 


22 See Howard S. Ellis, “Monetary Policy and Investment,” in American Eco- 
nomic Review, vol. 30, no. 1 (March 1940) Supplement, Part II, pp. 31-32. 

23 Keynes, General Theory, p. 284. 

24 Ibid., p. 289. 
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and limited labor supply, as expressly acknowledged by Keynes.” 
It is true that marginal productivity could diminish very slowly 
and the labor supply be very elastic. In such a case, prices would 
not increase very substantially. But however small the price in- 
crease, the corresponding wage increase would always be sufficient 
to cancel the margin out of which entrepreneurs must pay the 
same wage for labor of decreased productivity. 

It is possible that even under the system of perfect competition 
prices would not move up at all. This would be the case if the 
productivity of labor increased simultaneously with rising wages 
to such an extent that the newly employed units would not be 
less productive than the former marginal units. It can be safely 
assumed, however, that wages tend to move up with increasing 
marginal productivity of labor. This assumption is not only in 
conformity with everyday experience but also with the opinions 
of all contemporary literature, especially that on postwar full em- 
ployment, which takes it for granted that an increase in the pro- 
ductivity of labor, and for that matter, of capital too, must be used 
to raise wages.” 

When, and in so far as, conditions of imperfect competition 
prevail, higher demand need not lead to higher prices. The mon- 
opolists or quasi monopolists may prefer to hold prices down if 
the demand is sufficiently elastic and if they can gain more by 
higher sales than by higher prices. If this happens in a relatively 
small sector, the general price level will hardly be affected. In 
large sectors of the economy, demand curves of high and of low 
elasticity must balance each other, for if all demand curves were 
of an elastic structure there would not be enough money to pay 
for the output. Therefore, even under the assumption that com- 
petition is overwhelmingly imperfect, prices must be expected to 
move upward with increased demand. 

During a depression, output can fall in many industries in such 


25 Tbid., p. 299. 
23See Alvin H. Hansen, “The Postwar Re-employment Problem,” in Inter- 


national Postwar Problems, vol. 1, no. 1 (December 1943) pp. 31-40. 
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a way that the optimum combination of variables and fixed costs 
at the lowest average cost no longer prevails. In a subsequent 
recovery, output can therefore be increased with no increase, or 
even a decline, in average costs —a very important case of imper- 
fect competition. But for the price system of the economy, as a 
whole, this is irrelevant as long as any new plants are erected, 
because the marginal costs of the new plants are decisive for prices 
and wages. What happens during recovery is that losses in the 
underutilized industries are converted into profits, or smaller 
profits into larger ones. We shall return to the question of these 
profits later. 

Finally, it is sometimes argued that employment could be in- 
creased, not by lowering real wages but, on the contrary, by 
raising them, because an increase in real wages would lead to a 
change in the income distribution in favor of labor. This change 
in turn would imply a higher propensity to consume in the com- 
munity; workers are supposed to spend more from 100 dollars of 
wages than employers from 100 dollars of profits. Under the 
conditions here assumed, however, the higher demand and higher 
prices that would follow from the higher propensity to consume 
would, in turn, lead to higher wages, because under our assump- 
tion wages move up with prices. So again there would be no 
margin left for the employment of less productive labor. Indeed, 
the margin would have become even smaller because of the wage 


increase. 


Labor’s Claim on Increased Capital Profits 


Without extra profits, out of which the less productive labor could 
be paid, employment could never increase. As mentioned above, 
however, these extra profits need not originate in the wage lag. 
They may have their origin in the real or expected increase of 
the marginal productivity of capital, the same increase that in- 
duces to higher investment. It is on such extra profits that classic, 
nonmonetary, long-term analysis relies when it concludes that in- 
ventions, which increase profits on capital, and savings, which 
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lower the cost of capital, create employment. And it is on such 
profits from the use of capital that certain recent business cycle 
theories, for example, the “acceleration principle,” seem to rely. 
I, myself, have relied on them in my earlier writings.** 

There is no doubt that increased marginal productivity of capi- 
tal can furnish profit margins out of which less productive labor 
can be paid, especially if no part of the resulting profits goes to 
the lender of the investible funds, because the supply curve of 
these funds runs horizontally. (For all practical purposes, we can 
assume this is so in these days of “easy money policy.’’)”* 

All this presupposes, however, that profits from increased mar- 
ginal productivity of capital are not claimed by labor. Without 
discussing here to what extent labor is successful in satisfying these 
claims, we believe that, in view of prevailing trends, no analysis 
is realistic unless it examines what will happen if wages move 
upward as profits on capital increase. We proceed, therefore, by 
introducing the radical assumption that labor does succeed in 
obtaining the profits from increased marginal productivity of 
capital. 

It is true that this assumption is somewhat vague, just as the 
claims of labor on these profits are vague. There seems to be 
agreement that entrepreneurs should pay wages according “‘to 
their profits” or “their ability to pay,” but it is not at all clear 
whose “ability to pay” is meant. Is it the ability of the intra- 
marginal entrepreneur who has succeeded in obtaining increased 
profits from his capital by his monopolistic or quasi-monopolistic 
position? Is it the ability of an entrepreneur who gains from full 
utilization of formerly underutilized fixed equipment, as men- 
tioned above? Such intramarginal profits could, of course, be 
claimed by intramarginal labor without any disadvantage to em- 
ployment. Or is it simply the ability of any entrepreneur to derive 


27 See note 15. 

28 The justification and the implications of the assumption of a practically 
stabilized interest rate cannot be treated within the limits of this study; a separate 
paper on this subject, “Anachronism of the Liquidity Preference Concept,” will be 
published shortly in Kyklos, International Review for Social Sciences (Berne). 
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profits from the more productive combination of capital and labor? 

We exclude the first two possibilities from our discussion. Des- 
pite the fact that in recent labor disputes with large quasi-monop- 
olistic corporations the “ability to pay’ argument has played a 
major role, wages cannot be fixed according to the monopolist’s 
ability to pay as long as the same wages are paid for the same 
quantity and quality of labor by other entrepreneurs. We con- 
centrate our analysis on the question of what happens when labor 
claims the profits of increased productivity of capital. 

The consequences are obviously more far-reaching than in the 
case cited above, in which labor claimed only the additional 
profits from falling real wages and from an increasing marginal 
productivity of labor, and left the profits that stimulate entrepren- 
eurs to higher investments undisturbed. Here labor’s claim cuts 
into these profits, producing a curtailing reactive effect on invest- 
ment. 

The effect of a rising marginal productivity of capital and of 
simultaneously rising wages cannot easily be described in the usual 
ways, because more than one independent variable is involved. 
Higher productivity of capital affects investment, prices, and em- 
ployment. Higher wages also affect investment, prices, and em- 
ployment, but in the opposite direction and in different degrees. 
The matter becomes even more complicated because higher wages 
do not merely cancel out productivity of capital but also lead to 
a substitution of capital for labor. 

The accompanying graph may give a rough idea of the results 
to which the interplay of the various forces can lead. It attempts 
to represent the various possible changes in capital productivity 
and in wages; it is not intended to reflect changes through time. 
We have entered in the graph on the horizontal axis (between 
A and B) rises in the marginal productivity of capital from 1 to 10 
percent under the condition that labor acquiesces in leaving these 
profits to the entrepreneur. Then (from B on) we have entered 
on the horizontal axis labor’s claim to the profits from o up to 
120 percent. The vertical coordinate represents the quantitative 
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changes that occur in the situations provided for on the 
horizontal. 

Curve I is supposed to show the changes in investment (in the 
sense of monetary expenditures), curve II the changes in prices, 
and curve III the changes in employment. The area above the 
horizontal is considered the area of inflation of prices as well as of 
employment. The area below the horizontal is considered the area 
of deflation of prices and employment. Needless to say, our curves 
are entirely arbitrary and have only illustrative value. 

We can visualize the following situations: 

1. In the circumstance that labor agrees to leave the profits to 
the entrepreneur (A-B), investment (I) rises to a smaller or larger 
degree according to whether productivity of capital increases to 
a smaller or larger degree. Prices (II) and employment (III) also 
rise. But because capital becomes less expensive in comparison 
with its marginal productivity, while wages do not change com- 
paratively, employment rises somewhat less than prices, and labor 
is, to some extent, replaced by capital. The higher demand spends 
itself partly on price and partly on employment, and the structure 
of the economy becomes somewhat more “‘capital intensive.” 

Generally speaking, the pattern that develops is that of an 
inflationary employment increase. It differs from the traditional 
pattern of an inflationary boom only in so far as price inflation 
is now stronger, and employment inflation weaker, than in the 
past. This happens because real-wage lowering, which formerly 
diminished the compensation of labor in comparison with its mar- 
ginal productivity, is absent. 

2. Under the condition that labor claims smaller or greater 
parts of the profits from increased capital productivity (B-C), in- 
vestment (I) declines, or rather, it rises less than formerly assumed, 
because the curtailment of profits works as a deterrent to invest- 
ment; prices (II) and employment (III) also decline, or rather 
rise to a lesser degree. Employment is curtailed more than prices 
because labor becomes even more expensive than capital in re- 
lation to productivity. Again the demand spends itself more and 
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more on prices and less and less on output, and again the structure 
of the economy becomes more “capitalistic.” But until a certain 
point (Bi) is reached, employment does not fall below the level 
it had reached before the productivity of capital increased. 

Up to point Bi: there is still some price and employment in- 
crease, but at that point there is only price inflation, and no em- 
ployment increase. This is the point up to which labor can par- 
ticipate in the increased productivity of capital without outpricing 
itself and creating unemployment. The historical rise of the living 
standard of the masses, through increased productivity of capital, 
must, in general, have taken place according to this pattern. 

3. After point Bi is reached, the increasing claims of labor, 
while still leaving some possibility for an increase in investment, 
reduce employment to a lower level than the original. Prices 
continue to decline, but less than employment. The result is 
a combination of price inflation and employment recession, a situ- 
ation that could be termed low employment inflation, or better, 
inflationary employment recession. This concept of an inflationary 
employment recession seems to be unknown to modern literature, 
and the possible occurrence of such a phenomenon is hardly 
mentioned. We believe, nevertheless, that the concept is of sub- 
stantial, practical, and theoretical importance. 

There is still to be considered the situation in which labor 
goes further with its claims, until investment shrinks to such an 
extent that not only employment and investment but prices, too, 
are below their original level. This is the point (Bz) where price 
inflation turns into price deflation. It is the traditional pattern 
of a deflationary employment recession that develops, with the 
difference, however, that the deflation affects employment much 
more than prices and with the further difference that it is the 
high cost of labor and not the high cost of capital — in comparison 
with productivity — that starts the decline. The cause-and-effect 
relationship is no longer (to paraphrase a well-known vulgar- 
Keynesian formula) “idle money, idle men” but “idle men, idle 


money.” 
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Illustrative Examples 
For illustration of the results of the various combinations of chan- 
ges in Capital profits and wages we refer to the following examples: 

1. Inflationary employment increases. Though it may seem 
paradoxical, in the light of all the regulations that prevailed, the 
best recent exampie of an inflationary employment increase is 
furnished by the later part of the war boom. Investment, in the 
broadest sense, increased substantially in the expectation of high 
profits on war contracts; wages, meanwhile, were more or less 
stabilized by government decree. This means that the economy 
remained for the entire time within the “Keynesian range” or 
the “reaction-free period,” with the result that there was extremely 
high employment. It is true that to a certain degree the war boom 
was due to an illusion on the part of labor as well as on the part 
of entrepreneurs. Labor failed to notice the lowering of its real 
wages because under the system of price ceilings goods eventually 
became scarce rather than expensive. On the other hand, labor 
accumulated, in the form of savings, that part of wages that it 
could not spend, as did the entrepreneurs with that part of their 
profits that remained after excess profit taxation. If one considers, 
however, that these savings have their counterpart in an enor- 
mously increased public debt — which, after all, is the debt of 
everyone in the community —one realizes that, on the whole, 
entrepreneurs invested and/or labor worked for a compensation 
which was much less than they imagined. So the war boom was 
really created by the illusion or the hope that if anyone had to foot 
the bill, it would be the other fellow.”® Nevertheless, so long as 
the “illusion effect” lasted, an inflationary prosperity developed. 
Money spent itself in higher output, and where price ceilings were 
not established or could not be enforced, in higher prices. 

2. Inflationary employment recession. A drastic example of 
this phenomenon was furnished in Europe during the hyperin- 
flations after the first world war. Since the budgets of many 
countries were hopelessly unbalanced, entrepreneurs expected huge 


29 Hahn, “Compensating Reactions .. .” (cited above) p. 33. 
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inflation profits from nothing but building up inventories. The 
high profit expectations from this specific use of capital led to ever 
higher investment. As long as wages were fixed only after a certain 
time lag, or not at all, in accordance with the declining purchasing 
power of money, labor remained extremely cheap. It was possible 
to employ even the most unproductive units, and consequently 
there was not only full employment, but even overemployment. 
As time passed, however, the masses learned to see through the 
money illusion and claimed increasing parts of the inflation profits. 
Finally, so-called “sliding wage scales” (Gleitidhne) or “valorized 
wage rates” (wertbestindige Léhne) were introduced. Wages were 
paid at very short intervals, sometimes daily, according to a cost 
of living index. The result was an inflationary employment re- 
cession in many respects similar to that described above. Employ- 
ment began to fall, and unemployment reached, at certain times 
and places, sizable proportions. Money inflation, however, went 
on despite this curtailment of inflation profits by the introduction 
of sliding wage scales; for the credit demand of the most impor- 
tant “entrepreneur” — the government — was insensitive to such 
profit reductions, or, for that matter, to the high interest it had to 
pay on its borrowings. Governmental obligations from past and 
current expenditures had to be met at any price. So “investments” 
of the government (curve I of our graph) remained high. Prices 
(curve II) went even higher, whereas employment (curve III) 
declined. It was the time when entrepreneurs no longer cared for 
production, but only for buying and reselling, that is, speculation. 
Money spent itself on ever higher prices and on ever lower output. 

The stabilization of the currency through stabilization loans, 
high taxation, and the like, put an end to the government’s deficit 
spending. Expenditures declined. The stabilization crisis —a 
deflationary employment recession — developed. 

3. Deflationary employment recession. Besides the case just 
mentioned, such a phenomenon was clearly beginning to develop 
in the United States after World War II when prices remained 
fixed while wages were allowed to rise. When the ability of in- 
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dustry to absorb the high wages through increased productivity 
did not materialize to the extent anticipated, many enterprises, 
and particularly the small ones, were threatened with losses which 
would have caused them to close down. It was under the threat 
of a deflationary employment recession that the OPA raised or 
abolished ceilings, whereupon prices advanced. This, incidentally, 
led to the popular belief that wage increases are inflationary, and 
not deflationary as we have contended. But what led to inflation 
in this instance was the fact that government agencies allowed 
prices to rise and that the consumer was able to pay the higher 
prices. The OPA, it is true, was forced to its actions by the pre- 
ceding wage increase. Within a system of given price and profit 
expectations, however, wage increases must lead to deflationary 
employment recessions. 

It is not at all improbable that the next major depression in 
this country will develop according to the pattern of the defla- 
tionary employment recession described above. This would mean 
that it would not be an interruption of the demand by liquidity 
preferences in the widest sense, accompanied by the traditional 
monetary and credit stringency, but the reluctance of marginal 
entrepreneurs to pay wages in excess of the marginal productivity 
of labor that would start the contraction process and give the de- 
veloping depression its peculiar character. 


Consequences of the New Assumptions 


The new assumptions lead to a number of theoretical and practical 
consequences that differ in essential respects from traditional 
views. 

For one thing, there is the matter of “analysis in terms of effec- 
tive demand.” “The division of the determinants of the economic 
system into the two groups of given factors and independent vari- 
ables is, of course, quite arbitrary from any absolute standpoint. 
The division must be made entirely on the basis of experience, 
so as to correspond on the one hand to the factors in which the 
changes seem to be so slow or so little relevant as to have only a 
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small and comparatively negligible short-term influence. . . ’’%° 


Clearly, the “effective demand analysis” is an outgrowth of the 
assumption that changes in the supply price of labor are “so slow 
or so little relevant as to have only a small and comparatively 
negligible short-term influence.” But if changes in the supply 
price of labor are no longer slow and of little relevance in com- 
parison with the changes in demand, the approach no longer 
makes sense. It is no longer appropriate to base an employment 
theory on a system in which wages are fixed, in which the credit 
volume is an independent variable, and employment the depen- 
dent variable. 

It is not necessary to decide whether an analysis in terms of 
effective demand alone was justified ten years ago.*! Today, an 
analysis in terms of effective demand that is not supplemented by 
analysis in terms of effective supply, especially of labor, is not 
justified in any circumstances.** It seems both illogical and cer- 
tain to lead to false conclusions if one indulges (as is so often done) 
in elaborate estimates of employment at various levels of effective 
demand, from private or public spending, without making the 
corresponding estimates of the employment that is created by the 
same effective demand at various wage levels. 

A second matter for consideration is that the devices to combat 
unemployment known as “government deficit spending,” “com- 
pensatory spending,” or “functional finance” are clearly an out- 
growth of the idea that in the general case more investment leads 
to more employment. If our analysis is correct, this will be true 
only under special conditions. Thus, before applying government 
spending one has to study carefully to what extent the wage situ- 
ation has caused the unemployment, and if and to what extent 
wages can be held inflexible in an upward direction. Unless this 
is done, government spending, apart from all fiscal difficulties, will 
only lead to price inflation. The indiscriminate creation of pur- 


30 Keynes, General Theory, p. 247. 

31 Hahn, “Compensating Reactions . . .” (cited above) p. 36, note 20. 

82 See the corresponding remark by D. McC. Wright in “The Future of Keynes- 
ian Economics,” in American Economic Review, vol. 35, no. 2 (June 1945) p. 299. 





6 ns Asa Mm A. 


s€a 


der 
ack 
resi 
at | 
pse 
(Ne 








WAGE FLEXIBILITY UPWARDS 167 


chasing power every time private demand slows down for whatever 
reason or whenever full employment is not achieved, as advocated 
by the proponents of “functional finance,” is indeed “like almost 
every important discovery . . . extremely simple.’’s3 It is, in fact, 
not only extremely simple but also an extreme oversimplification 
of very complicated problems. And if another proponent of “func- 
tional finance” wishes to “persuade people that inflation is im- 
possible as long as there is serious unemployment, for under those 
circumstances a rise in money demands leads to a rise in output 
and employment, not to a rise in prices,’’** we would like to take 
the opposite position: people — economists and laymen alike — 
should be persuaded that even with serious unemployment the 
rise in money demand may, under today’s conditions, lead to a 
rise in prices rather than to a rise in output or employment.* 
The widely held belief in an a priori parallelism of investment 
and employment is not justified. 


33 Abba P. Lerner, “Functional Finance and the Federal Debt,” in Social Re- 


search, vol. 10 (February 1943) p. 39- 

84 Kenneth E. Boulding, The Economics of Peace (New York 1945) p. 215. 

85. W. H. Beveridge, in his Full Employment in a Free Society (London 1944) 
demands strict control of the labor supply. This is probably nothing but the tacit 
acknowledgement of the changes in the labor supply we have described. Yet the 
restoration of a free labor market remains as an alternative — and a desirable one, 
at least as long as we wish to live in a truly free economy, rather than in Beveridge’s 


pseudofree economy. 


(New York City) 











HIERARCHY AND STRATIFICATION 
OF THE SHOP 


BY JULIE MEYER 


I. the present-day discussion between the advocates of free enter- 
prise and those of a planned economy, the time-honored issue of 
individual freedom plays a significant role. Strangely enough, 
the champions of free enterprise ignore the fact that the large 
corporation is in itself a planned economy in which individual 
action is strictly controlled, while the proponents of planning fail 
to note that in industries controlled or owned by government the 
individual worker enjoys no more freedom than he would have 
under free enterprise. Actually, individual freedom has become 
much less the problem of a given economic system than of a given 
industrial organization. Regardless of whether a country has a 
socialist or a capitalist economy, the organization of industrial en- 
terprises has developed in the same direction, with essentially the 
same effect on the individual employed therein. 

Except for the well-known and short-lived experiments in co- 
operatives based on the notion of an equalitarian utopia, there 
have been only isolated instances of attempts to break the hier- 
archy that usually governs any enterprise and any shop.' This 
hierarchy, like any other, is a social order in which human rela- 
tions are determined by the degree of authority exercised by one 
group over another. Strata which become progressively larger 
in size, but less important with regard to authority and its attend- 
ant prestige, descend gradually from the individual on the highest 
level to the masses on the lowest . Management delegates its func- 
tions from above to below. And in this process each delegated 


1 Such an instance occurred in the National Maritime Union which, in the first 
years of its existence, forbade its president to lock his desk, so that any seaman 
might at any time rummage through it, and further required the president to 
submit questions of hiring and firing of office help to a membership meeting for 
decision. See Richard O. Boyer, “Joseph Curran,” in New Yorker, July 6, 1946. 
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power has considerable influence on the delegation of functions 
to the next lower group. 

The large group at the bottom is subjected to authority but 
granted none. Does it then consist of an amorphous mass of 
workers? Not at all. It has its own self-developed social order, in 
which different positions enjoy different degrees of prestige, in 
which certain groups of workers or individual workers have higher 
rank than others. Roethlisberger refers to these groups as “in- 
formal employee groups,’? while a British study of a war factory 
speaks of ‘‘social relationships in the horizontal dimension,” as 
contrasted with those in the vertical dimension established by the 
formal organization of the shop. As the hierarchic pyramid 
broadens from individuals to groups, other vertical structures 
rise within the limits of each horizontal layer. The structures 
within the bottom layer are of the greatest significance for the 
hierarchy of the shop proper. 

In recent decades the whole structure of this shop hierarchy has 
undergone fundamental changes corresponding to the organiza- 
tional changes in industry and marked by these milestones: the 
traditional autonomy of the shop; scientific management; union 
organization in large-scale industry; and scientific unionism ap- 
plied to industries of this type. 


I 


When the large-scale enterprise emerged as the predominant form 
of modern industry, it organized production in a combination of 
plants and workshops, each of them largely patterned after the old 
artisan’s shop and constituting a unit in itself. Essentially, each 
unit represented a hierarchy of skills in which the foreman held 
the position formerly accorded the master. He wielded the highest 
authority in the shop, and within the framework of operating costs, 
he was fairly free to employ, dismiss, promote, or demote. He 


2F. J. Roethlisberger, Management and Morale (Cambridge 1943) p. 23. 
3 Tom Harrison, ed., War Factory, A Report by Mass Observation (London 


1948) Pp. 11. 
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assigned the jobs, set the rates of pay, and distributed the work, 
thus determining not only general labor conditions but the status 
of the individual member within the shop. The degree of abso- 
luteness of this authority, which Golden and Ruttenberg described 
as the power of “prosecution, judge, jury, and executioner,’’* 
depended on the type of industry. It was most extensive in the 
basic large-scale industries in which craftsmanship plays a rela- 
tively small part in the production process. In contrast, the more 
highly skilled the workers employed in an industry, the greater 
the dependence of the foreman on these workers and therefore 
the less absolute his power, though not necessarily his nominal 
authority, within the shop. 

Another potential restriction of the foreman’s power in larger 
plants was the presence of a superior within the walls of the shop 
in the person of a plant superintendent. In this situation, the 
foreman’s decisions on hiring and promotion may have required 
the plant superintendent’s approval. In other words, his functions 
may have been reduced to the right of merely making proposals, 
any of which might have been rejected by the superintendent. 
The latter may even have granted different degrees of authority 
to different foremen. In any case, placed between the superinten- 
dent and the workers, the foreman held the typical middle posi- 
tion, in which he frequently had to join forces either with the 
superintendent above or with the workers below. 

Below the foreman, the hierarchy divided into the traditional 
ranks of skilled, semiskilled, and unskilled workers, with the 
skilled workers occupying the place of the artisan journeymen. 
In fact, in a number of trades, the skilled mechanics still call 
themselves journeymen. The whole conception of skilled, semi- 
skilled, and unskilled labor is, of course, largely derived from 
European tradition; it emphasizes the degree of training received 
by the individual worker and is closely allied to a system of regu- 
lated apprenticeship. In this country only a few industries re- 


Clinton S. Golden and Harold J. Ruttenberg, The Dynamics of Industrial 
Democracy (New York 1942) p. 40. 
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quire apprentice training.® Usually it is not the worker that is 
classified but the job. The worker’s qualification for the job is 
discovered by trial and error, and the risk involved rests mainly 
with the worker. (This phenomenon seems to have been present 
from the very beginning of American industry and is probably 
attributable to the limited opportunities for checking the voca- 
tional background of “skilled immigrant labor.) In attempting 
a job, the worker gains experience even if he fails to master the 
task; as the well-known saying goes, a man must have been fired 
from eleven jobs in order to keep the twelfth. Most skilled workers 
acquire their skills by working at different jobs in different in- 
dustries, often supplementing the knowledge gained in this fashion 
by extension or correspondence courses. Thus skill may be defined 
as accumulated industrial experience.® 

Though industry continued to classify workers broadly as 
skilled, semiskilled, or unskilled labor, and for that matter still 
does so, the groups changed and new stratifications of labor emer- 
ged, with the increasing concentration of industry and its new 
technological requirements. 

Among skilled workers, the all-around craftsman who can per- 
form all operations in his trade with equal skill is being relegated 
more and more to the background and in a number of industries 
will disappear entirely. The specialist is increasingly taking his 

5 These are the industries dominated by the old craft unions, such as _ boiler- 
making, printing, and certain building trades. But with increasing mechanization, 
and in spite of union rules, even in these industries workers nonapprenticed to the 
industry quite often take over work theoretically reserved to the members of the 
craft. A report in the Typographical Journal (Supplement, August 1939) states 


that although all the work in the composing room must be performed by journey- 
men and apprentices, “a considerable number of unskilled workers” are employed 
there. 

6 This situation seems to have been little altered by the establishment of appren- 
ticeship schools by large companies. Training of this type does not mean that the 
worker will stay with the company, or even with the given industry. Stephen 
Vincent Benet’s comment that “Americans are always moving on,—it’s an old 
Spanish custom gone astray —a sort of English fever, I believe,—or just a mere 
desire to take French leave,” is applicable to the occupational life of the average 
American worker. Coal miners and New England workers are the most widely 
recognized exception to the rule. 
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place. In traditional terminology, he may be a skilled worker who 
has learned all phases of his craft in the manner described above, 
or he may be a semiskilled worker who has received training as 
a learner, or by means of formal schooling, and has augmented 
this with experience. This experience may, and usually does, cover 
a number of operations, but the worker excels in only one. With 
regard to quality, his skill equals or surpasses that of the all-around 
craftsman, but is more limited in scope. This is well demonstrated 
by a comparison of the quality and range of a toolmaker’s work 
with that of a tool and diemaker in some metal trades shops. 

Though the all-around craftsmen and the specialists are con- 
sidered equals by those both above and below them, between the 
two groups there nearly always exists a mutual feeling of super- 
iority, which is intensified when, as so often happens, one group 
is composed of older men and the other of younger. Together, 
however, they represent the highest level in the shop hierarchy. 
They are often the key workers on whom depends the flow of work 
in many production processes, and therefore the efficient function- 
ing of both foremen and workers, and the success or failure of the 
group above and below. If they lay down their tools and walk out, 
they close the shop.” In such a shop the highly skilled workers are 
fairly free to organize their own work, to apply individual meth- 
ods, and to draw on their own resourcefulness in inventing numer- 
ous small devices to accelerate or ease their own work. It used to 
be quite common in such shops to see at the benches of the skilled 
workers small cupboards containing the gadgets they had invented 
and which repeatedly proved so useful to them. 

Semiskilled workers are defined as those who as learners re- 
ceived a certain amount of training for one particular operation. 
But if one separates from this group the specialists described above, 
the hierarchy among those who remain depends more on their 
farniliarity with the specific requirements of industry and shop, 
such as integration into a large labor force, teamwork, speed, and 


7 Aware of this group’s crucial importance, trade unions always organize the key 
workers in a plant first, if possible. 
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the like, than on their special training. Indeed, certain groups of 
so-called semiskilled workers are rated lower than many of the 
so-called unskilled workers, in so far as quality of skill and ad- 
justment to the rhythm and the discipline of the shop are con- 
cerned; the welders mass-produced by short training courses 
during the war are a well-known example of this kind of semi- 
skilled labor. 

Among unskilled workers, traditionally described as those who 
work under immediate and constant direction, the difference 
between those familiar with the methods and routine of a given 
industry and those who are not becomes so marked that the 
designation “unskilled” for the group as a whole loses its meaning 
entirely. Actually, there are two distinct groups. First, there are 
the workers rooted in the industry and experienced in it; by 
virtue of this tie they are classed occupationally according to the 
industry in which they work, for example, as automobile workers, 
or chemical workers. One may refer to this group as untrained 
workers. The second group consists of common laborers who 
shift from industry to industry, who possess neither training nor 
specific industrial experience or affiliation, and whose sole asset is 
frequently mere physical strength. 

Among the semiskilled and untrained workers, there exists a 
hierarchy related to that based on skill. As has been pointed out, 
competence is somewhat divorced from specific vocational knowl- 
edge and is judged mainly on the degree of adjustment to the 
requirements of a given industry. But, as in the case of definite 
skills, this kind of competence determines the degree of respon- 
sibility with which a man is charged, and accordingly his rank 
among the workers of the shop. In the chemical industry, for 
instance, there is a conglomerate of work functions performed by 
workers who have no traditional skills. They are, in general, un- 
trained workers. Nevertheless, substantial responsibility is fre- 
quently imposed on workers employed in certain production pro- 
cesses, such as boiling, distilling, or extracting, who must be relied 
upon not to leave their places or neglect the costly apparatus. 
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Such workers rank above the others, and only the foremen are 
more highly regarded. 

The same mutual feeling of superiority that exists between all- 
around craftsmen and specialists is also present between semi- 
skilled and untrained workers. Moreover, in these groups there 
are nearly always hierarchic divisions unallied to skills or related 
values. Such divisions may, of course, appear in the highly skilled 
groups also, but the process is always less evident there. For 
example, a certain team of workers enjoys a higher prestige than 
others, regardless of efficiency, sometimes because its place in the 
shop is traditionally considered “‘better’’ by the shop, sometimes 
because a certain “type” of person has always been assigned to this 
team, and sometimes for other more or less tangible reasons. Eth- 
nic, denominational, or educational backgrounds, and fraternal 
and political affiliations also play their part in this selective strati- 
fication of work teams or groups, or of individual workers. 

The underprivileged group of common laborers develop hardly 
any subdivisions. If such a group, however, consists mainly of 
illiterates, as it often does, the few men who can read orders assume 
a position of leadership. Another typical exception is the veteran 
employee in this group of floating workers, who in contrast to the 
others “belongs” to the shop. 


II 


The introduction and spread of scientific management to a large 
degree upset the established hierarchy of the shop, and gave rise 
to a new and essentially bureaucratic hierarchy. One might even 
say that industrial feudalism was supplanted by industrial abso- 
lutism. 

The objective of the whole system of scientific management is 
to apply scientific planning to the elimination, in so far as possible, 
of the fluctuations and accidents caused by the human element 
— in other words, to render industry independent of the individ- 
uals it employs. As the elder Krupp once expressed it in a manage- 
ment conference, “What I aim at is that nothing whatever in this 
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company shall depend on the presence or the existence of any 
one person. If someone leaves, no knowledge and no function 
is to leave with him.’ 

Organized on the basis of calculated efficiency,-the realm of 
the industrial establishment is conceived as an entity. Its parts 
are interlocked by objective regulations which define the functions 
of each person and each group in management and in subordinate 
divisions.® In any company so organized, a rigid system of control 
exists, exercised through the channels of its hierarchy from the 
president down to the workers in the shop. The shop loses its 
former autonomy. Operations and their performance are pres- 
cribed in detail. A newly created department of technologists 
appears in the hierarchy of departments, and is, as a rule, charged 
with working out methods of production, including such matters 
as the coordination of men and machines, the setting of rates and 
incentives, and the timing of operations.!° This department serves 
management in an advisory capacity, but with regard to the 
workers it is a controlling agent, functioning in direct contact 
with the shop and thus competing and interfering with the auth- 
ority of the foreman. 

The power of the foreman over the workers is further limited 
by specific regulations. Frequently, his right to hire and fire is 
transferred to a newly created central employment office in the 
company. In many other ways the foreman ceases to be the master 
of the shop who directs the work and workers; his position is 
reduced to that of the highest employee among other employees. 
But however greatly his power to make major decisions or to in- 
fluence basic working conditions is restricted, there still remain 
for an arbitrary foreman several areas in which he can express 


8 Quoted in R. Woldt, Arbeitswandlung in der Industriewirtschaft (Miinster 
1933) p- 67. 

®See Hugo Diemer, Factory Organization and Administration (New York 1935) 
pp. 9 ff., for charts illustrating this type of organization. 

10 Various names have been given to such departments — production methods 
department, standards and methods department, department of the efficiency expert, 


and the like. 
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favoritism or antagonism toward the workers — for instance, the 
distribution of work, or the assignment to piece or hourly work, 
or to certain types of piecework. 

The skilled mechanics, for their part, when told how to perform 
and coordinate their operations, to a large degree lose the free- 
dom of organizing their own work and of exercising initiative. The 
cupboards with the little “inventions” disappear. Individuality of 
performance is submerged by the mass of rules and standards. 
Thus, when the grinding of tools in one factory was assigned to 
special tool grinders in order to secure a steady flow of work from 
the skilled mechanics, one of the mechanics complained: ““They 
even tried to prevent us from grinding our own tools . . . what 
these people fail to understand is that there is individuality in 
grinding a tool. A man may be quite competent to grind his 
tools to his complete satisfaction, but he cannot always grind my 
tools to suit me. Moreover, having adapted a tool to suit his pur- 
pose, a man values it.” 

On the whole, scientific management does not lower the re- 
quirements for performing skilled operations. It even adds a new 
one, namely, the demand on the worker to adjust himself to set 
standards and to changing methods as they are constantly improved 
by the technologist. But adaptability and flexibility are not ac- 
corded the same prestige as is individual resourcefulness. Thus, 
for the status of the skilled workers in the hierarchy of the shop, 
this means that though they still hold the highest rank among 
those employees who exercise no authority, their prestige and social 
status, as such, decrease with the diminishing opportunity for the 
individual in the group to perform his work with the indepen- 
dence of the traditional craftsman. 

The rigidity of the pattern is, of course, modified by the con- 
tingencies of everyday life in the shop, which pose problems for 
solution by the skilled mechanic that no bureaucratic organization 
can foresee. Also, in recent years when the full employment and 


11 The Worker’s Point of View, Symposium Sponsored by the National Institute of 
Industrial Psychology (London 1933) p. 23. 
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higher wages of the war period increased earnings, many skilled 
workers began to buy their own tools,” partly in order to secure 
a competitive advantage over their fellow workers, partly in the 
belief that the possession of tools might give them greater inde- 
pendence of the labor market in times to come, and last but not 
least, because they liked to own their own tools. It would go too 
far to state that possession of tools reverses the trend from crafts- 
man to modern skilled worker by creating an upper bracket within 
the group, but there can be no doubt that this type of ownership 
fosters a pride that is characteristic of the artisan, and it does bring 
into existence a privileged group among the skilled workers in 
the shop. 

With regard to the hierarchy of the shop as it affects semiskilled 
and untrained workers, the chief result of scientific management is 
that the centralized organization of work interferes with the inner 
organization in the shop set up by the group itself. It does not 
destroy it completely. Management plans generally take for 
granted the recognized social pattern of the community. For the 
most part they leave untouched the distinctions based on race 
and nationality, and their attendant prestige. But scientific man- 
agement, as we have already indicated, does sever certain relation- 
ships among workers, and between workers and jobs, that involve 
intangible prestige values. The results differ from industry to 
industry. On the whole, scientific management tends to eliminate 
group stratification entirely when the shops consist of workers 
who are fairly homogeneous with regard to race and nationality, 
and to their degree of skill and related values. It tends to leave a 
stratification based solely on these features if the working force 
is more diversified. Frequently, however, the shop organization 
designed by scientific management to augment efficiency serves to 
decrease it by causing resentment and resistance on the part of the 
workers. In such situations, a foreman sometimes finds himself 
unable to enforce the rules and regulations from above, and allies 
himself against them in a conspiracy-like cooperation with the 


12] have known toolmakers to invest as much as $6,000 in tools. 
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workers, thus creating a flaw in the channels of the supervising 
hierarchy. 

In respect to the shop, modern factory organization parallels 
the general tendency of our democratic society to eliminate the 
consignment of arbitrary power to individuals and the chance for 
unjust discrimination against individuals. At the same time the 
power of certain ethnic groups and discrimination against other 
ethnic groups remain almost the only elements resisting the gen- 
eral trend toward social equalization. That they are retained at 
all where others have been removed intensifies their social signifi- 
cance. 

Recently, scientific management has shown a tendency to take 
into consideration the frustration of the skilled worker and the 
resentment of other workers caused by the disintegration of the 
social order of the shop. Human nature and human behavior are 
made objects of investigation in the science of management; in- 
dustrial psychology and industrial sociology flourish. In its sim- 
plest and most common form, the new trend may consist of 
installing letters-to-the-management boxes in the workshops and 
awarding bonuses to workers who make valuable suggestions. More 
highly developed efforts to solve the human problem, such as the 
experiments conducted at the Hawthorne Works of the Western 
Electric Company,'* are achieved only by a few large companies. 
In these programs, the means for constant adjustment of indus- 
trial organization to the workers’ “sentiments” are scientifically 
analyzed and evaluated. 

This new development may be compared to enlightened ab- 
solutism. Although the worker’s resourcefulness and inventiveness 
are recognized and possibly used, there is a great difference be- 
tween a situation in which a man can apply his improved methods 
for his own advantage or share them with other workers of his 
own selection, and one in which his discoveries and inventions 


13 See F. J. Roethlisberger and W. Dickson, Management and the Worker (Cam- 
bridge 1943), and Roethlisberger, op. cit., for description and evaluation of these 
experiments. 
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are checked by his superiors, accepted or rejected, and if accepted, 
used as submitted or in modified form for the common good of 
all. And though informal group formations and more or less 
irrational prestige conceptions are considered, preserved, or 
changed only after discussion with the workers in question, they 
no longer exist by their own impetus and in their own right, but 
because of the “rationality” in the higher ranks. Thus while the 
larger hierarchy to which the workers as a group are subjected 
preserves its rigidity, the hierarchy within the group itself is weak- 
ened by the leveling circumstance that each rank and degree of 
prestige depend on approval from above. 


III 


The advent of union organization and collective bargaining, con- 
ducted on a large scale and covering all types of industries and 
workers, caused the hierarchy of the shop to change again. True, 
unions influenced the hierarchic structure of shops before scien- 
tific management came into existence, that is, in industries with 
a long and uninterrupted tradition of collective bargaining. These 
were, in the main, the craft industries in which small shops pre- 
vailed, and whose character did not lend itself to organization 
according to the principles of scientific management. But they are 
less significant for industrial development on the whole than the 
large-scale industries. The bulk of the workers in the latter — 
the steel, automobile, rubber, and shipbuilding industries — 
gained firmly established bargaining rights only in the last decade, 
and this owing to the support of the Wagner Act." 


14 After the United States Steel Company signed a contract in 1937 with a 
negotiation committee of the CIO, granting not much more than union recognition, 
it was 1942 before the United Steel Workers gained full bargaining rights in all 
the large corporations of the steel industry. In the automobile industry, effective 
and stable collective bargaining did not emerge before 1939, after the reorganization 
of the UAW-CIO. Ford signed the first contract with the union in 1941. In the 
rubber industry, collective bargaining developed slowly from 1937 on. In 1941, 
Goodyear Rubber Company signed the first agreement with the union. Full-fledged 
bargaining of the union with the “Big Four” in the industry is a development of 
the war years. To a large degree, the same is true of collective bargaining in the 
shipyards. 
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Putting collective bargaining after scientific management in 
the chronological record of hierarchies is further justified for the 
following reasons. The recent trend toward “‘scientific unionism,” 
which will be discussed later, and the related trend toward indus- 
try-wide or area-wide collective bargaining has narrowed the dif- 
ference in the structural bases of craft and large-scale industries, 
at least as far as industrial relations are concerned. In all craft 
industries where these trends are evident, such as the needle trades 
and the electrical construction industry, to mention only two, 
the top organizations of employers and of employees have stipu- 
lated in their contracts uniform rules for the multitude of shops, 
to which all employers and workers are subject. —The more those 
rules and regulations extend to areas previously under the sole 
control of management or entrepreneur, the more they mold 
such an industry into an entity whose hierarchic problems ap- 
proach in some measure those of the large corporation. In both 
craft and mass-production industries, the influence of the union 
on the hierarchy of the shop works in the same direction, though 
in different degrees, being stronger in craft industries where the 
employer, even if he is a member of an organized group, is the 
weaker party. 

Collective bargaining establishes the participation of workers 
in determining and controlling conditions of work or, to quote 
Sumner Slichter, “These rules and procedures introduce into 
industry the equivalent of civil rights, and they greatly enlarge 
the range of human activities which are governed by rule or law, 
rather than by whim and caprice.”* This means that, in principle, 
feudalism and absolutism are supplanted by democracy in the 
shop. 

At the same time, with the appearance of union representatives 
a new hierarchy is introduced into the shop, independent of dele- 
gation of power by management, and dependent on delegation of 
power by the workers in the shop or by the union as such. These 


15 Lecture given at Princeton University and reprinted in part in Labor Relations 
Reporter, Sect. “Labor Management Relations,” October 21, 1946. 
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representatives are generally called shop stewards;'® except in un- 
usual situations, they are chosen from the most highly skilled 
group in the shop and they rank in the hierarchy above, just below, 
or on an equal footing with, the foreman. Frequently they head 
the seniority list, and in some cases are even excused from regular 
work when union duties warrant it.17 Sometimes they are protec- 
ted against layoffs by reciprocal agreements exempting from the 
seniority rule workers important both to the union and to the 
employer.'* Thus, with regard to job security, the shop steward 
ranks with the key workers. 

The hierarchy of the union in the shop generally follows that 
of management. In large companies, there is a steward for each 
shift, and for each shop, division, and department level, parallel- 
ing the respective foreman or superintendent. The hierarchy, 
however, reaches beyond the boundaries of the shop or the com- 
pany to the president of the local union and even to the national 
union Officers, if the union has to deal with higher and top man- 
agement. In small firms there may be only one shop steward 
corresponding to the foreman, but in this case higher authority 
in the person of a union officer may be called in to deal with the 
employer. In industries with many small shops or with scattered 
outside jobs, as in the clothing and building trades, union rep- 
resentation is divided between shop stewards and business agents. 
The latter are elected by the workers or, as is more often the case, 
appointed by the union office from inside or outside the shop; 
they are always paid union employees. Whether shop stewards 
are paid or not paid by the union for work done in its behalf 
varies from industry to industry. A paid union position of this 
type naturally subjects its incumbent to the authority of the 


16In the garment trades they are called shop chairmen; in the printing trades, 
where the workers in each shop are organized into chapels, chapel chairmen; among 
the longshoreman gangs, stewards; on board ship, ship delegates; and in the coal 
mines, pit committees. 

17 For clauses of this type, see Bureau of National Affairs, Collective Bargaining 
Contracts (Washington 1941) p. 272. 

18 For clauses of this type, see Sumner Slichter, Union Politics and Industrial 


Management (Washington 1941) p. 149. 





182 SOCIAL RESEARCH 


superiors in the hierarchy more than is the case with an unpaid 
position. . 

The hierarchic structure of union representation in the shop 
is conditioned, on the one hand, by the very function of that 
representation — namely, to settle grievances inside a hierarchic 
management system, and to “police” the agreement — essentially 
an administrative function which has to be performed by a bu- 
reaucracy dependent on the union government. Only in rare 
cases have trade unions conceived it as the task of union repre- 
sentation in the shop to promote genuine rank-and-file expression 
on union life and union policy and to carry this expression from 
below to above. Only if charged with this task is the shop steward 
system part of the labor movement as such rather than of its 
organizational hierarchy. 

The hierarchic structure of union representation in the shop 
depends, on the other hand, on whether stewards are chosen by 
rank and file or by the union office. Genuine rank-and-file elec- 
tions occur most frequently in young militant local unions, or in 
unions which are so well stabilized that over the years they have 
established a recognized party system within their own ranks — 
for example, the International Typographical Union with its 
“Progressives” and ““Independents.”!® More often, shop stewards 
are selected directly or indirectly by the union, largely because 
American trade unions do not organize workers individually, but 
in wholesale fashion on a company or plant basis.2° After the 
organization of the company or plant is achieved, unions have to 
establish representation in the shop before the rank and file are 
acquainted with the functions and procedures of a union, and 
before the workers have developed efficient leadership among 


19 See Boris Stern, “International Typographical Union Convention in 1944,” in 
Monthly Labor Review (October 1944) p. 782. 

20 Tf the union can expect an agreement with the employer whereby employment 
is dependent on union membership (all-union shops of different types) it needs to 
win only part of the workers in a given plant; in disputed cases, subject to settle- 
ment by the NLRB, the union must have the support of the majority of the workers 
in order to bring the rest into its fold. 
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themselves. In this situation, the union is inclined to appoint shop 
stewards, or if formally democratic elections are held, to manip- 
ulate the selection of candidates from workers of its choice.”4 

Even if collective bargaining is firmly established in an indus- 
try, it is not exceptional for union offices or business agents to 
select the union representatives in the shop. Lack of interest on 
the part of the rank and file in union affairs is a frequent sign of 
wholesale organization, and may force a business agent or other 
union official to go around begging workers to accept office. More 
often, union leadership interest in the continuity of union policies 
and in fostering the greatest possible unity inside the union, and 
sometimes the vested interest of union leadership in their own 
positions cause the union office to influence the shop elections. 
In some industries, union leadership has for years built up strong 
groups or cliques of workers in its support, using the disciplinary 
provisions in union constitutions designed to suppress opposition, 
that is, provisions which make it an offense to ‘‘slander an officer,” 
“smear the union,” “create dissension,” “undermine the union,” 
“disturb the harmony of meetings,” “make false charges or mali- 
cious attacks on an officer,” and the like.” 

Union representatives in the shop may perform their duties 
quite impartially. Indeed, clearly stipulated contract regulations 
are likely to narrow the area in which they can influence working 
conditions. Nevertheless, the participation of shop stewards in 
deciding on promotions, dismissals, layoffs, in setting individual 
rates, and in assignment to piece or hourly work, may give them 
an opportunity to reward active union members or supporters of 
the present union administration and to punish others. If a shop 
steward belongs to any given faction in the union or the shop, or 


21 The other choices are either to go along with inexperienced men, mostly of 
militant character, who gained fame among workers during a strike and who are 
ill-fitted to handle the complicated situation under a first contract, or to take over 
the old officialdom of a company union, part and parcel, and even to have the 
employer's favorites elected outright by a subservient or frightened working force. 

22 Philip Taft, “Judicial Procedure in Labor Unions,” in Quarterly Journal of 


Economics (May 1945) pp. 370 ff.; Joel Seidman, Union Rights and Union Duties 
(New York 1943) pp. 26 ff. 
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to a political, national, or other group, he may favor its adherents, 
and then individual workers belonging to the “right” clique will 
rise in the hierarchy of the shop, securing higher positions, more 
security, and better-paying jobs, by the grace of the union. In 
such a case, the hierarchy of the union creates its subsidiary hier- 
archy among the workers in the shop on the basis of an earlier 
stratification. 

Besides installing a new hierarchy, collective bargaining leaves 
its mark on the old one. The power of the shop foreman, as well 
as that of all other higher supervisory authorities, is curtailed. 
Also, management, in bargaining with a union, grows more con- 
cerned about industrial relations; thus, in the hierarchy of depart- 
ments that of industrial relations rises to a higher level.** 

Among the workers, union rules create groups superior or in- 
ferior to others; this result is achieved mainly by seniority and 
closed shop clauses in union agreements. Basically, seniority rules 
eliminate favoritism and discrimination in layoffs, rehirings, pro- 
motions, demotions, and transfers,** and thus free the worker from 
arbitrary power vested in the hierarchy of management and some- 
times in that of the union. Seniority rules cement the prestige and 
position accorded by length of service, and undermine the prestige 
and position dependent on ability. They create a hierarchy within 
the hierarchy, reaching down from the veteran employees to those 
who entered the shop last. In line with their original conception 
as a device to protect the aging worker, they inevitably weaken 
the position of the young who have just entered industry. But the 
group at the bottom of the seniority list contains not only youthful 
workers but also a concentration of marginal workers, including 


23In the steel industry, a trend has developed toward giving the industrial 
relations officer, who was formerly a consulting expert to the executive, the rank 
of vice-president, directly under the chief executive officer. See Twentieth Century 
Fund, How Collective Bargaining Works (New York 1942) p. 548. 

24In the beginning, the seniority rules governed only layoffs and rehirings. As 
collective bargaining has extended to large-scale industry, the rules have grown 
more and more complex with regard to areas and employees covered. A wide 
variety of stipulations exists in different industries. 
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those whose position on the margin of the labor market is the 
result of society’s discrimination on the basis of race, nationality, 
creed, or sex. From this point of view, seniority rules are apt to 
consolidate the hierarchic conception of society in the shop.” 
Qualified seniority rules exempting key workers give a formal 
superior status to this group. In some large companies, another ’ 
new group of workers has been created in the shop by setting up 
lists of “workers in line for promotion,” consisting of equally 
qualified workers, jointly selected by management and union, who 
shall be promoted according to their seniority rating within the 
group.”° 

The closed shops, as such, exercises no influence on the shop’s 
hierarchy, if the union is open or relatively open to all workers 
in its jurisdictional field.** This is not the case if a union restricts 
its membership. High initiation fees and the principle of admit- 
ting or giving preference only to relatives and friends of members 
guarantee, to a large degree, a similarity of economic and social 
background among the members. The exclusiveness and smallness 
of such a union emphasizes its uniform class character. Unions of 
this type generally do not bargain on an industry-wide, but on a 
craft-wide, basis. When they enter a closed-shop agreement with 
an employer, they bring their members in as a definite aristocracy 
of craftsmen, and the latter assume in the shop the position of an 
“estate” in its realm. Union rules that reserve certain types of 
work to certain workers, that is, to this group, nearly always fortify 
its position against the previously described trend toward divorc- 
ing skill from the job. Here skill is wedded to a job, and it is 
not what a man does, but what he is, that counts. Those who do 
not belong to the crafts do not merely rank below the skilled 
workers as in other shop situations, but are degraded to the 


°° Oddly enough, outright discrimination by departmental segregation, most 
conspicuously applied against Negro workers, offsets this effect of seniority rules, 
wherever they are not plant- but department-wide. 

26 See Twentieth Century Fund, Trends in Collective Bargaining (New York 


1945) p. 210. 
27 During the depression of the thirties, nearly all unions, at one time or another, 


closed their doors to new applicants for membership. 
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position of the common herd and do not count.** If, in periods 
of labor shortages, a union of this type grants working cards to 
other skilled workers, the latter are not accepted as peers by the 
“craftsmen” with whom they work side by side. Regardless of 
how high their qualifications for performing a skilled job may be, 
their status in the shop is that of a new group of marginal skilled 
workers. A pure craft shop governed by the combination of closed 
union and closed shop has the traditional definite hierarchy of 
skills, consisting of foreman, journeymen, and apprentices, but 
is otherwise a homogeneous community of social equals. 

Finally, union organization has its influence on the informal 
group formation in the shop. Active union membership, even if 
it is not rewarded as described above, quite commonly produces a 
group in the shop which bands together socially and tries as a 
group to assert its place in the shop community, in somewhat the 
same way as workers affiliated in fraternal and political groups do. 
Its possible influence on the shop steward improves the position 
of the group. Among themselves, a man gains in prestige less by 
his functions and place in the shop than by his union activities 
and his ability to speak up in union meetings. Thus a prestige 
gained outside is transplanted into the shop.” The group nearly 
always considers itself superior to workers less active or inactive 
in the union. How far this superiority is accepted by the rank 
and file depends on the latter’s attitude toward the union and its 
leadership. They may recognize the group as superior, they may 
disregard it completely, or they may resent it. If factional disputes 
within the union are carried over into the shop, informal group 
formations are often used by the dissenting parties for gaining 
followers. If such a situation coincides with the existence of 
strong tensions among nationality groups in the shop, there is a 


28 This situation is reflected in the creation of federal and B-unions for semi- 
skilled and unskilled workers in the AFL. These unions are deprived of any 
autonomy; they have limited voting rights or none at all, and exert no influence 
on the policy of national unions or of the AFL. 

29 A comparable case is that of the position held by the shop baseball team’s 
champion player among his fellow workers. 
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tendency to fuse different union groups with different nationality 
groups, each combine trying to gain domination in the shop. Such 
a procedure may disrupt essential parts of the social order in the 
shop, or, depending on who wins, strengthen or revolutionize it. 


IV 


The last force to affect the hierarchy of the shop became manifest 
with the appearance of “scientific” or “progressive” unionism. 
The term signifies a union policy which recognizes the depen- 
dency of employment conditions on the economic conditions of 
industry, or in the words of the United Steelworkers, a union 
policy which seeks “ways of making industry able to meet the 
demands of labor for higher wages, shorter hours, security of the 
job, and better conditions.”°° Unions of this type engage in 
economic and technological research. They encourage technologi- 
cal improvements and scientific management’s planning of devices 
for higher efficiency, but in order that both may benefit, rather 
than injure, the worker, they try to secure control or a share in 
the control over the methods and the organization of production. 
The means for achieving this include union participation in the 
introduction of new processes, in the setting of standards of output 
and of wage rates, and in the division of authority in the formu- 
lation of shop regulations.*4 

As a reality in industrial life, scientific unionism is still limited 
in extent. It is well established in some highly competitive indus- 
tries, for example, the clothing, garment, and hosiery industries, 
where unions are strong. In the first two, unions have become, 
for all practical purposes, the scientific management. In large- 


30 Production Problems, Steelworkers’ Organizing Committee Publication No. 2 
(Pittsburgh) p. 2. 

31 The United Steelworkers’ program goes so far as to consider “methods for 
inducing team play among the mill executives” (Ibid., pp. 7 ff.). Golden and Rutten- 
berg cite the case of the River Steel Company where the union achieved the agree- 
ment of the company’s president to a program which circumscribed his power, pre- 
venting him from interfering with “day to day union management relations at the 
mills,” and giving full power to settle grievances to the industrial relations director 


(op. cit., p. 55). 
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scale industries, a number of industrial unions have espoused the t 
principles of scientific management. They apply expert knowl- c 
edge in collective bargaining, but meeting, as a rule, with a man- ] 
agement-conscious and powerful employer, they frequently fail c 
to secure any or more than minor controls over areas not directly 2 
connected with conditions of work. The exceptions are certain 
steel, electrical, and chemical companies, either smaller firms S 
which welcomed the union’s support in their competitive struggle t 
with the dominant larger ones, or industries where, in the course Pp 
of establishing collective bargaining, a high degree of mutual v 
recognition of effort has been achieved.** le 
Applied to the everyday life of the shop, scientific unionism el 
means that the power of the union’s hierarchy increases and that al 
of the workers in the shop decreases. Union leaders tend to jc 
become more and more independent of the rank and file, since Ol 
their expert knowledge, gained by long experience, is indispen- th 
sable, and secures their positions against any desire for change from sc 
below. The workers in the shop increasingly lose influence on the 7" 
control of collective bargaining, regardless of how democratic the Ww 
forms of procedure, because the problems involved grow more th 
complex and progressively more unintelligible to the nonprofes- pt 
sional union man.** dc 
Experts hired from outside union membership enter into the ur 
union hierarchy; these range from lawyers and economists on the th 
top level to business agents who have accountancy training. In- it 
deed, experts for both management and unions frequently have 
' oe ' on 
82]t appears that government promotion of joint production committees in 
industry during the war has been an incentive for scientific unionism and its recog- otl 
nition by management; to determine to what extent this is true and how lasting its mi 
effect will be would require a separate study. tre 
38 This is not merely the result of the growing complexity of economic problems 
as such. In the coal industry where these problems are, one may well say, intricate of 
enough, union leadership still bargains in the old-fashioned way, demanding “more, tiv 
more, now” without concern for the efficiency or profitability of the industry. This 
type of bargaining, whatever else one may say against it, is understandable to the wos 
miners, and is probably the main reason why John L. Lewis’ domination of the the 
union encounters little opposition from the rank and file. yeal 
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the same background and become interchangeable.** The position 
of the shop stewards is leveled down because part of their “‘po- 
licing”’ functions are shifted to the business agents, and almost the 
only authority left to the shop stewards is that of settling minor 
grievances. 

When the union participates in the promotion of efficiency it 
sends its experienced officials into the plant, and they take over 
the essential part of union representation in the shop. On the 
planning level, they are members of the higher union hierarchy 
who consult with the executive management. On the working 
level, they are local union experts who cooperate with the effici- 
ency engineer’s department in time studies, and in setting stand- 
ards and rates. Sometimes the union, or union and management 
jointly, hire an efficiency engineer. If the system is well worked 
out, the workers, including the shop stewards, are informed of 
these activities of the union representative, and their opinion is 
sought. The essence of this procedure is the previously mentioned 
“scientific” effort from above to adjust conditions in accordance 
with the workers’ sentiments, rather than actual participation by 
the workers in effecting these changes. The workers enjoy some 
prestige in the recognition of the value of their feelings just as they 
do if scientific management proceeds alone in this direction, but 
union participation in the control of production does not change 
the workers’ position at the bottom of the shop hierarchy, nor does 
it give them more authority or power. 

The more closely standards of wages and working conditions, 
on the one hand, and standards of efficiency and work, on the 
other, are consciously linked together, the more rigidly the union 
must control its rank and file. The sharing of planning and con- 
trol with management puts on union leadership the responsibility 
of carrying through rules and regulations agreed upon by collec- 
tive bargaining and by intraplant negotiations. The union must 


84 Harold J. Ruttenberg, for many years research director of the United Steel- 
workers, was elected vice-president of a steel company, while Noel Beddow, one of 
the leading figures in the CIO organizing campaign in the South, has for twenty 
years held an executive position in the steel industry. 
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be able to keep its officials in line and to exercise authority over 
the last worker in the plant.** In orienting its policy toward a 
collective conception of labor as a partner in industry, it ceases to 
be the protector of the individual member in the shop. One of 
the results of this change may be seen in the altered role of unions 
in grievance procedure. The worker’s representative no longer 
acts as the attorney for the worker, but, together with the man- 
agement representative, as the judge in the case.*® 

In the last analysis, the effect of scientific unionism on the 
hierarchy of the shop tends to parallel that of scientific manage- 
ment. A joint hierarchy, most marked at the top levels, is bound 
to emerge. Though this trend may be slowed down by legislation 
impeding collective bargaining, the joint hierarchy will function 
as the guarantor of calculated efficiency and as the keeper of the 
peace in the plant, and it will inevitably subject the worker to the 
rigidity of its united authority. 

35 From this point of view, even the closed shop receives a new justification. In 
this connection, one might cite a wartime amendment to the New Zealand Arbitra- 
tion Act, which made the closed shop compulsory. It is an outgrowth of the close co- 
operation between government, entrepreneurs, and unions during the war. 

86 Golden and Ruttenberg, in their discussion of the new grievance procedure, 
condemn the attitude of a leader in a union local “who has only one concern in 
pressing a case of a union member: get for the member what he wants or as close 


to it as possible,” and who boasts, “I’ve never lost a grievance case” (op. cit., pp. 
61-62). 
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MAX WEBER ON RACE 


BY ERNST MORITZ MANASSE 


As a sixteen-year-old high-school student Max Weber wrote an 
essay on world history in which he traced the age-old conflict 
between Orient and Occident to the differences and “unextin- 
guishable” antipathies between the Indo-European and the 
Semitic races.‘ In other words, Weber in his early youth was sub- 
ject to the kind of ideology that had a wide audience among 
European intellectuals, following the appearance of Gobineau’s 
Essai sur Vinégalité des races humaines (1853).? It did not take 
him very long to abandon these juvenile ideas. This does not 
mean, however, that his subsequent views on the subject were 
entirely negative. His attitude was negative only toward what 
he called race mysticism. On the other hand, he worked very 
intensively on a positive analysis of race as a sociological phe- 
nomenon, and in his systematic work, Wirtschaft und Gesellschaft, 
the larger part of the chapter on ethnic communities is devoted 
to the subject.2 This analysis, based on a vast amount of 
empirical material gathered from all parts of the earth and from 
all periods of history, presents only Weber’s ultimate conclusions. 
It is possible, however, to trace the development of his ideas by 
studying his manifold utterances on specific race issues. In the 
following I shall outline what Weber’s writings reflected of his 
changing views on four particular problems. The first has to do 


1 Marianne Weber, Max Weber, Ein Lebensbild (Tiibingen 1926) pp. 49 ff. This 
work will be hereinafter designated as Biography. 

2 For the history of the idea of race see Erich Végelin, Die Rassenidee von Ray 
bis Carus (Berlin 1933) and Rasse und Staat (Tiibingen 1933); Jacques Barzun, 
Race, A Study in Modern Superstition (New York 1937), and its bibliography; 
Hannah Arendt, “Race-thinking before Racism,” in Review of Politics, vol. 6 
(January 1944) pp. 36 ff. The distinction between Aryans and Semites was first 
formulated by Renan (see Végelin, Rasse und Staat, p. 199) . 

3 Max Weber, Wirtschaft und Gesellschaft, Part III, “Grundriss der Sozialékono- 
mik” (Tiibingen 1922) pp. 216 ff. This work will be hereinafter designated 


as W.u.G. 
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with the conflict between German and Polish interests in the 
Bismarckian Reich. The second is the problem of the Negroes in 
the United States, about which Weber gathered some firsthand 
information during a visit to this country. The third is the 
importance of the race factor in the formation of the Indian 
caste system, and the fourth concerns the development of post- 
exilic Judaism. I shall then try to outline Weber’s objections to 
the assertions of modern race mystics, and finally, I shall attempt 
to summarize the most important results of Weber’s own 
thinking on the significance of race in the life of society. 


1 


In his discussion of the Polish question in the Bismarckian Reich, 
Weber referred to the concept of race on various occasions. He 
became interested in the conflict of nationalities in those Prussian 
provinces, which until the eighteenth century had belonged to 
the Polish state and which still had a considerable percentage of 
Polish-speaking inhabitants, in the course of an extensive study 
of the social conditions of farm workers in eastern Germany, 
which he made during the early 18g0’s.*. In a number of articles 
published between 1892 and 1895, Weber made certain observa- 
tions.» According to statistical surveys, he reported, the best 
land of the province of West Prussia was owned by Germans, 
whereas the poorer land was largely owned by Poles. An examina- 
tion of population changes in these districts, however, revealed 
that for several decades the percentage of Poles had gradually 
been increasing. Further analysis showed that the greatest in- 
crease of Poles had taken place on the smallest farms, which often 
produced no goods other than those consumed by the farmer 


4See Weber, “Die Verhiltnisse der Landarbeiter im ostelbischen Deutschland,” 
Verein fiir Sozialpolitik, Schriften, vol. 55 (1892). 

5 See the essays, “Die landliche Arbeitsverfassung” and “Entwicklungstendenzen 
in der Lage der ostelbischen Landarbeiter,” reprinted in Gesammelte Aufsdtze 
zur Sozial- und Wirtschaftsgeschichte (Tiibingen 1924) pp. 444 ff. 470 ff. 
(hereinafter designated as S.u.W.), and Weber’s inaugural lecture at Freiburg, 
“Der Nationalstaat und die Volkswirtschaftspolitik,” reprinted in Gesammelte 
politische Schriften (Munich 1921) pp. 7 ff. (hereinafter designated as P.S.). 
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and his family. On the other hand, the decrease in the German 
population was most marked among the farm workers on the large 
estates. The result was a lack of farm labor which the owners of 
the great estates tried to fill by employing migratory workers, 
most of whom were “Russian” Poles. Though these migratory 
workers were supposed to return to Russia at the end of the 
farming season, every year many of them remained in Germany. 

Weber saw the explanation of these conditions in the fact that 
the Germans were far ahead of the Poles in both their culture and 
their standard of living, and that they could not, therefore, suc- 
cessfully compete with the Poles without lowering their own 
standards. Consequently, the Germans were less adaptable to the 
fluctuations in the agricultural market, especially after profits in 
agriculture had become extraordinarily small. One of the re- 
sults of this situation was the industrialization of the large estates 
and the concomitant proletarianization of farm labor. The 
traditional social and economic relations between the farmers and 
their workers changed from those of a patriarchal society to those 
of a capitalist system. On the whole this change was hailed by 
the German workers in spite of the fact that it was often ac- 
companied by a deterioration of their economic status. The gain 
that the workers cherished most highly was that for the first time 
they had achieved full political freedom from the bonds that 
had tied them to the soil. Weber stated that an increasingly 
large number of these German workers were leaving their home 
districts in an effort to escape the last reminders of their former 
servitude. This movement was encouraged by the owners of the 
large estates (the Junkers), who had become more and more ac- 
customed to employing foreign seasonal workers, and found 
them not only cheaper, but also—as foreigners—more tractable 
than the German laborers. 

At various times Weber noted that the differences in the atti- 
tudes of Poles and Germans in this situation were caused by 
qualitative differences between the Slavic and Germanic races.® 


6 See especially P.S., pp. 10, 14 ff. 
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With regard to the character of the Slavic race, Weber stated that 
both its material and ideal demands on life were comparatively 
low, which accounted for its great adaptability.?7 But Weber 
explicitly disclaimed any knowledge whether these qualities had 
always been inherent in the Slavic race or whether they had 
been acquired in the course of Slavic history. In other words, 
in the last decade of the nineteenth century, Weber did not 
hesitate to make race responsible for national differences in a 
somewhat uncritical manner. As the terms “German” and 
“Slavic” indicate, he followed nineteenth-century custom in stat- 
ing race divisions and relationships in terms of linguistic 
relationships. 

As the same time, Weber’s scientific conscience had been awak- 
ened, and it eventually led him to the crucial question of his later 
analyses: what is the origin of race qualities? This is the more 
remarkable since he was interested in the political, as well as 
the scientific, aspect of the “Polish question.” The period during 
which Weber first studied German-Polish relations was the so- 
called era of reconciliation between the Prussian government and 
its Polish subjects. Bismarck, in the last years of his chancellor- 
ship of the Reich and of his premiership in Prussia, had 
started a program of planned Germanization of the Eastern 
provinces, which included the colonization of German farmers 
on land previously owned by Poles, and the closing of the German 
frontier to migratory workers from the East. This policy was 
abandoned by Bismarck’s successor in 1890. Weber, as an ad- 
herent of the German historical school and of Bismarck’s political 


7 The concept of “Slavic adaptability” seems to have been used frequently by 
German authors of that period. See, for instance, Ludwig Bernhard, Die Polen- 
frage, Der Nationalitétenkampf der Polen in Preussen, 3rd ed. (Munich-Leipzig 
1920) p. 172. The first edition of this book appeared in 1907. 

8P.S., p. 16. Yet certain remarks made it likely that Weber believed in the 
possibility, at least, of assimilating minorities. Thus he trusted that the Polish 
minority would adopt German standards, if the influx of new immigrants 
were stopped (S.u.W., p. 457). Many years later Weber expressed similar views 
about the assimilation of immigrants in the United States; see Gesammelte 
Aufsdtze zur Soziologie und Sozialpolitik (Tiibingen 1926) p. 491 (hereinafter 
designated as S.u.S.). 
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realism, was opposed to the change. It seemed to him a betrayal 
of German national interests to the class interests of the Junkers, 
who in demanding the admission of cheap Polish labor were, 
according to Weber, endangering the standard of living of the 
native German workers. 

When the Prussian government resumed its anti-Polish policy 
four years later, the program did not include the closing of the 
frontiers of the Reich to Polish immigrants. Instead, a number 
of punitive measures were enacted against the Poles of German 
citizenship, such as the attempt to suppress the use of the Polish 
language inside Germany. Weber was convinced that any such 
attempt was futile and condemned it as a stupid measure 
destined to arouse Polish nationalism. In consequence of these 
and other political developments, and probably because of a 
growing insight into the problems of race and _ nationality,® 
Weber’s attitude toward the Poles changed essentially. To illus- 
trate this, I may cite here some of Weber’s later views. 

In a number of articles written during the first world war, 
Weber urgently advocated the establishment of friendly rela- 
tions with both the Poles in Germany and with the future 
Polish state.*° In the light of the political situation he assumed 
that an alliance between Poles and Germans would be in the 


9In a lecture in St. Louis on “Capitalism and Rural Society in Germany,” 
Weber mentioned the superior education, technical and commercial skill, mili- 
tary technique, and knowledge of agriculture of the Germans, as compared with 
that of the Slavs whose territory they had invaded in the Middle Ages. Yet there 
is no reference to race properties in this connection. On the contrary, Weber 
stated in the same lecture: “It is not natural differences in the physical and 
chemical qualities of the soil, or differences in the economic talent of the races, 
but the historically established economic milieu that is the determining factor in 
the difference in the results of peasant agriculture.” See Max Weber: Essays in 
Sociology, trans. by H. H. Gerth and C. W. Mills (New York 1946) pp. 376, 378 
(hereinafter designated as Essays). 

10 See especially P.S., pp. 40-45, 84-90, 94-99. 
Polish problem may have been influenced by his studies of the role played by 
nationalities in the Russian revolution of 1905; see “Zur Lage der biirgerlichen 
Demokratie in Russland,” in Archiv fiir Sozialwissenschaft und Politik, vol. 22 
(1906) pp. 234-353, especially pp. 259 ff., and “Russlands Ubergang zum Schein- 
konstitutionalismus,” ibid., vol. 23 (1906) pp. 165-399, especially pp. 200 ff. (here- 
inafter designated as Archiv). 


Weber’s later views on the 
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interest of both nations, since both were gravely menaced by 
czarist Russia. He now gave up as no longer valid his earlier 
thesis that the presence of Polish workers endangered the German 
standard of living.11 Whereas one might suspect that this was a 
mere adjustment to the changed political situation, it seems to 
be of special importance that in the year 1915—at a time when 
there were no signs of impending German defeat—Weber openly 
acknowledged his abandonment of the political doctrine of the 
national state. ‘“The German state,” he said, “must not neces- 
sarily be a national state in the sense that its interest is exclusively 
determined by the interest of a single nationality constituting the 
majority. It can serve the interests of several nationalities.” ? 

It is obvious that such a view is not consistent with Weber's 
earlier remarks about the qualitative differences between the Ger- 
man and Slavic races. Indeed the term “race” no longer played 
any role in Weber’s political utterances. Why this was so can per- 
haps be understood by noting the development of Weber’s scien- 
tific views to which we shall now return. 


II 


In 1904 Weber traveled through the United States where he had 
come on invitation to the Congress of Arts and Sciences of the 
Universal Exposition in St. Louis. By the end of his tour, none 
of the problems confronting the United States seemed to him 
more serious than that of the American Negro."® Here he saw 
a race conflict more deeply rooted than that between Germans 
and Poles. Indeed, while there may be some question of what 
it means when one says that Germans and Poles belong to dif- 
ferent races, the relations between whites and Negroes in the 
United States constitute a race problem par excellence. 


11 P.S., p. 96. 

12 [bid., p. 47. 

18 The same importance had been attributed to this problem by Friedrich Ratzel, 
in Die Vereinigten Staaten von Amerika, vol. 2, “Politische Geographie der Verein- 
igten Staaten von Amerika,” 2nd ed. (Munich 1893) p. 281 (I had no access to the 
first edition). Other German travelers made similar statements. 
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The character of these relations appeared to Weber best 
exemplified by what he saw in the South. Weber’s wife, who 
accompanied him on this trip, has given a fairly accurate account 
in her biography of Weber of both what he saw and his reactions, 
and has supported her recollections by extensive extracts from 
his letters.1* According to her account, Weber not only observed 
the obvious aspects of segregation but also came in direct contact 
with a large number of southerners, both white and colored. He 
found the former almost unanimous in their determination to 
maintain racial segregation. What startled him was the enor- 
mous differences among the Negroes themselves—the gap between 
the uneducated masses in the rural areas of the cotton belt and 
the leaders of the race, who were striving for a better future. 

Indeed, of all groups in the South, the young Negro leaders 
at Tuskegee appeared to Weber the most forward-looking.’ 
Strangely enough, this was sometimes acknowledged by the white 
people themselves. Though a part of them were openly hostile 
to any attempt at an education of the Negroes, which, they 
believed, would deprive the farmers of their field hands, others 
were ready to admit that Booker T. Washington was the greatest 
American since George Washington and Thomas Jefferson.’ 
If some Southerners could express such an opinion of an indi- 


14 Biography, pp. 292-317. 

15I cannot establish whether Weber met Booker T. Washington. He was 
certainly in contact with Washington’s opponent, William Edward Burghardt 
Du Bois, as noted in the latter’s autobiography, Dusk of Dawn (New York 1940) 
pp. 47, 67. Professor Du Bois kindly informed me that, according to his recollec- 
tions, Weber visited him in Atlanta. From this contact resulted the publication 
of Du Bois’ article, “Die Negerfrage in den Vereinigten Staaten,” in Archiv, vol. 
22 (1906) pp. 31 ff. Weber, as one of the editors of Archiv, also brought home 
from his journey a promise from an American Indian to write an article on the 
Indian problem for the same periodical (Biography, p. 307); this article, however, 
did not appear. I might mention that some of Weber’s letters from America 


suggest that he then assumed that most of the Negro leaders had a large per- 
centage of European blood, but, as far as I know, he never expressed this opinion 
in his writings or public utterances. 

16 See the similar statement made by John Spencer Bassett in “Stirring Up the 
Fires of Race Antipathy,” in South Atlantic Quarterly, vol. 2 (October 1903) p. 299; 
and see “Trinity College and Academic Freedom,” ibid., vol. 3 (January 1904) 


pp. 62 ff., for the reaction to this statement. 
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vidual Negro, how could one account for the widespread con- 
tempt in which others held the Negroes as a race? 

Weber found a clue to this phenomenon when he compared it 
with the attitude of Americans to another racial minority whose 
physical appearance was as different from that of the white people 
as was that of the Negroes. There was also an Indian problem 
in America, as Weber discovered when he came into contact with 
American Indians in Oklahoma where his host for several days 
was a Cherokee. Comparing the situation of Negroes and Indians, 
Weber observed that there was a marked difference in the attitude 
of Americans toward the two. For instance, whereas the smallest 
percentage of African blood automatically caused social dis- 
qualification, a very considerable amount of Indian blood did not 
lead to the same consequences.** 

Repeatedly in his writings Weber referred to the difference in 
the position of the Negroes and that of the Indians as a model 
case for the study of race relations. In his opinion, it was not 
cultural achievements that placed the Indians in higher esteem 
than the Negroes. Nor could it be maintained that the physical 
differences were so much greater in one case than in the other. 
The thesis that it was a matter of physical repulsion between 
whites and Negroes had been, for him, easily disproved by the 
existence of millions of mulattoes. The answers Americans gave 
to Weber’s questions convinced him that the basis of the dis- 
crimination against the Negroes was of a quite different character. 
Again and again the friendlier attitude toward the Indians was 
explained by the fact that they, in contrast to the Negroes, “did 
not submit to slavery.” *® 

Analyzing what this statement meant, Weber concluded that 
if it had any anthropological implication at all, it was that the 
Negroes were able to endure the hard work on the plantations, 
whereas the Indians, whether for physical or psychological rea- 

17 Gesammelte Aufsdtze zur Religionssoziologie, vol. 2 (Tiibingen 1920) p. 123, 


note 1. This work will be hereinafter designated as R.S. 
18 §.u.S. pp. 458 ff., 485; R.S., vol. 2, p. 7, note 2. 
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sons, were not. ‘There was, however, a sociological slant in the 
statement that the Indians “did not submit to slavery.” Accord- 
ing to Weber, this was the old feudal contempt for hard physical 
labor. (Weber once said this at a sociological congress in 
Frankfurt-am-Main in the course of a heated debate with the 
apostle of a new race theory. When the speaker interrupted 
Weber to assert that contempt for labor did not exist in the 
northern United States, at least, Weber denied the general 
validity of this statement. He replied that the North, too, as 
a result of a recent adoption of European standards, had started 
to look down on certain forms of labor. ‘To this European 
influence Weber also ascribed the fact that some Northern groups 
had turned against the Negroes. In this connection he referred 
to the attitude of the trade unions who often considered the 
Negroes as typical strikebreakers. While in Chicago, Weber 
had heard such charges made against Negroes and Italians on 
the occasion of a strike in the stockyards.)?® 

During Weber's stay at Tuskegee, American newspapers re- 
ported with ironical comments the intrigues surrounding the 
succession to the throne of a tiny German principality. The 
magnitude of the Negro problem in the United States was high- 
lighted for Weber by its contrast with the issues that aroused 
public opinion in his homeland. 


III 


The direct observation of racial conflicts in the United States, 
more than any other experience, seems to have convinced Weber 
of the necessity to analyze the social implications of race. To be 
sure, Weber never made the Negro problem the topic of a special 
discussion,”° but he often referred to the condition of the Amer- 


19S.u.S., pp. 460 ff; Biography, p. 299. 

201 suppose, however, that Weber had planned such a discussion. There is 
an editorial note to Professor Du Bois’ article in Archiv (see note 15), to the 
effect that this article together with other literature on the Negro problem would 
be reviewed by one of the editors in a later issue. This review never appeared, but 
neither of the other two editors is known to have had an interest in the subject 


equal to Weber’s. 
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ican Negroes as a prime example of a certain type of racial antag- 
onism. In particular, his interpretation of the race element in 
the caste system of the Hindus seems to be indebted to his ex- 
perience in America. 

Weber accepted the hypothesis that the Indian caste system is 
the result of the conflict of various races, a conflict accentuated 
by variations in color.*4_ The theory assumes that the light- 
skinned Aryan conquerors excluded the dark-skinned Dravidian 
natives from all those occupations customarily connected with 
higher social rank and dignity. It also mentions that in Hindu 
tradition the four main castes are designated by the colors white, 
red, yellow, and black, and that the Indian word for caste (varna) 
means color. 

Yet, in accepting this hypothesis, Weber was insistent on 
determining its real significance. To that end he made the fol- 
lowing points: (1) Acknowledgment of racial differences does 
not imply that there are mystical race qualities which predeter- 
mine who shall rule and who shall be ruled.** (2) Color is an 
important factor, not because it has any known physiological 
relevance but because it is such an obvious mark of distinction 
and, for this reason, easily connected with taboos and other 
conceptions of magic.”* It is probably because of the differences 
in color more than any other factor that in India, unlike England 
after the Norman conquest, there was neither intermarriage nor 
commensalism. (3) There is hardly any more effective means 
of perpetuating the status quo in race relations than its sanction 
by religious doctrine. 

On this last point, Weber is most specific. In India the re- 
ligious sanction was furnished by the Brahmanic doctrine of the 
karma—that is, of the never-ending transmigration of souls— 


21 R.S., vol. 2, pp. 123 ff. 

22 Weber remarked that in the present century many members of the ancient 
caste of land surveyors have become chauffeurs, obviously not because of a 
psychological affinity between these two vocations but rather because of the use- 
fulness of the surveyor’s technical knowledge for the chauffeur’s work (Ibid., vol. 2, 
p. 113, note 1, or Essays, p. 462, note i7). 

23 R.S., vol. 2, pp. 123, 131. 
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according to which there will be strict retribution for our deeds 
in a future life. By our actions we determine the fate of the 
karma in its future incarnation. The standard of righteousness, 
however, is not an abstract morality but the rigid observance of 
the caste rules themselves. He who lives righteously according 
to this standard has the chance of being born anew in a clean 
caste, perhaps as a Brahman, or even as a god, though that future 
life, even in the latter case, will also be limited in time. Con- 
versely he who has done wrong by violating the caste laws will be 
reborn in an unclean caste, or even as an animal. 

It is probable that speculation about the wandering soul is older 
than the caste system. But at a certain historical moment it proved 
to be an extraordinarily effective political weapon that was turned 
against the native race. According to Weber this occurred when 
the warrior aristocracy was destroyed by the founders of the 
great Indian kingdoms. When the warriors conquered the land 
they scarcely granted equal, much less superior, rank to an order 
of priests. But the Indian kings in their struggle against the 
feudal lords recognized the value of the Brahmanic influence for 
their own purposes. Thus it happened that the ancient meta- 
physical ideas became an instrument for the domestication of a 
population divided along racial lines, with morality made de- 
pendent on the observance of caste rule. Out of a combination 
of religious and political factors grew a system that without sanc- 
tioning personal slavery guaranteed in a unique manner the per- 
manent subjection of a servant class consisting of the descendants 


of a conquered race. 
IV 


That Weber was far from generalizing appears most clearly when 
one compares his interpretation of Hinduism with his subsequent 
interpretation of Judaism. Whereas in India religion served to 
provide posterior sanction for racial segregation that was the 


24 For a comparison of Judaism and Hinduism see W.u.G., pp. 282 ff. For a 
discussion of Judaism, in general, see especially R.S., vol. 3. 
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result of political conquest, the segregation of the Jews from 
their environment is shown to be not the precedent for, but 
rather the outcome of, a religious doctrine. 

To be sure, Weber did not speak of a Jewish “race.” In his 
analysis of Judaism he coined for the Jews the term “pariah 
people” (Pariavolk), thus adopting the name of that Indian 
caste which is often—though not quite correctly—considered the 
lowest in the Indian hierarchy.”* It is hoped that the explication 
of what Weber meant by this term will justify our dealing with 
Judaism at this point. 

The Jews are not the only pariah people. In Wirtschaft und 
Gesellschaft, Weber asserted that such people are found all over 
the world. “These people,” he wrote, ‘form communities, acquire 
specific occupational traditions of handicrafts or of other arts, and 
cultivate a belief in their ethnic community. They live in a 
‘diaspora’ strictly segregated from all personal intercourse, except 


25 According to Weber, the main differences between the Jewish pariah status 
and that of the oppressed Hindu castes were these: (1) The Jews became a pariah 
nation within a society that was not divided into castes. (2) The premium set 
on the correct observance of the caste rules in India was expressed in terms of the 
“eternal” caste system itself (rebirth of the individual into a higher caste), whereas 
Jewish eschatology anticipated a radical change in the caste situation. (3) The 
ritual obligations, which produced the pariah situation, constitute but one part 
of the Jewish religious law, which embraces, in addition, a code of rational social 
ethics (R.S., vol. 3, pp. 5 ff.). Julius Guttmann, in an article, “Max Weber's 
Soziologie des Antiken Judentums,” in Monatsschrift fiir Geschichte und Wissen- 
chaft des Judentums, vol. 69 (1925) pp. 219 ff., questioned the usefulness of the 
term “pariah people” since it had to be qualified in all these, and even other, 
respects. Guttmann also advised against adoption of the term because there 
was virtually no way of ridding it of a negative value judgment. He contends 
that even Weber himself slipped into the common notion of the pariahs though 
his definition is purely technical and value-free. There are two possible answers 
to this criticism: First, for Weber, “pariah people” was an ideal type. The use- 
fulness of the term cannot be measured by the extent of the similarity between 
the Indian castes and the Jews, but must be determined by the degree in which it 
clarifies certain sociological structures. And second, those close to Weber felt that 
the personal note in his analysis of the Jewish pariah people was not the expression 
of contempt for the Jews but, rather, a reflection of his belief that, as a result 
of the first world war, the Germans themselves would become a pariah nation 
Nevertheless Guttmann’s fear of possible misuse of the term 


(see Essays, p. 27). 
by others seems to have been justified. 
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that of an unavoidable sort, and their situation is legally precari- 
ous. Yet, by virtue of their economic indispensability, they are 
tolerated, indeed frequently privileged, and they live in inter- 
spersed political communities.” 76 

Besides the economic specialization of the guest people, there 
is still another point that makes the situation of the Jews com- 
parable to that of the Indian pariahs. This is the development of 
a special feeling of honor on the part of the unprivileged, who 
take pride in their suffering as if it were the fulfilment of a meta- 
physical task. Assuming that from a sociological point of view 
these were the most characteristic features of postexilic Judaism, 
Weber analyzed the biblical and postbiblical Jewish sources in 
order to determine the causes of these conditions. 

Among the factors that contributed to the shaping of the 
Jewish pariah situation Weber emphasized the role played by 
the development of the Jewish religion. Jewish prophets, from 
Amos and Hosea to Jeremiah, predicted the immediate disaster 
and the ultimate salvation of the Jewish people. The fall of 
Jerusalem seems only to have strengthened the authority of the 
prophets, as is indicated by the high position held by Ezekiel 
among the Babylonian exiles. In this period originated the first 
great Jewish theodicy. It was created in Deutero-Isaiah’s “apothe- 
osis of suffering, poverty, humiliation and ugliness” in the 
conception of the Servant of the Lord. By the more or less latent 
identification of this eschatological figure with the personification 
of Israel, the message became “the glorification of the condition 
of the Jewish pariah people and of its patient endurance in it.” 77 
Though there are only a few references to this condition in the 
later biblical literature, its ethical content exercised a deep influ- 
ence on Jewish thought and became the strongest spiritual sup- 
port in the sufferings of the Jewish people. 

When, under Persian rule, the Jews were permitted to return 
to Jerusalem and to rebuild the temple, faith in the prophetic 


26 See Essays, p. 189. 
27 R.S., vol. 3, pp. 384, 392. 
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promises was a power that inspired the Jews to watch jealously t 
over their imperiled historical identity. In the framework of the b 
Persian empire this was possible only by transforming Judaism ti 
into a “confession.”” The main instrument for this change was al 
the ritual separation of the Jews from the surrounding world. J 
Ezra’s prohibition of intermarriage and his order that the Jews Ww 
should divorce their Gentile wives were perhaps the sternest of th 
these measures. In the long run, however, the dietary laws exer- as 
cised an even stronger influence. Cz 
Another measure—the centralization of the cult in Jersusalem— n 
caused a complete break with the Israelite and _ half-Israelite al 
Palestinian country population, yet at the same time strengthened 
the ties between the home community and those living in the th 
diaspora. As it was now firmly established that the only legitimate Pe 
sacrifices were those offered in Jerusalem, the Jews abroad sent a As 
ritual tax there. Prohibited from erecting temples of their own, ul 
they now became extraordinarily mobile. At the same time, PI 
observance of the ritual law made for strict self-segregation. Both ca 
these factors facilitated the growth of that pariah existence which, fac 
despite the attraction of the monotheistic religion for many pa- Je 
gans, was always accompanied by suspicion and contempt from me 
the outside world. In 
When the rigorism of the theocracy later subsided, Jewish tri 
ritualism was upheld by the Pharisees,** who became the deter- no 
mining force of Judaism. Paul’s resolution to establish full com- ' pre 
mensalism between Jews and Gentiles was a decisive historic rol 
event in that it freed Christianity from the fate of the pariahs for ( 
all time. It was not long before the Christians began to regard 21 
the Jewish self-segregation with the same sentiment as did the ih 
pagan world. Weber mentions a few illustrations of this. For a (Mi 
28 On the Pharisees see ibid., vol. 3, pp. 401 ff. According to Weber’s plan, the "— 
analysis of Phariseeism should be followed by an analysis of the entire talmudic 31 
literature. Many references in W.u.G., especially in the chapter on the sociology who 
of law, show that Weber had already started on these studies. See also Louis to 1 
Finkelstein, The Pharisees (Philadelphia 1938), which carries further many of accu 
Weber’s points on the Pharisees. poss 
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time Jews made a practice of inviting Christians to their homes 
but did not accept Christian hospitality in turn.2® Then Chris- 
tian synods decided that this was humiliating for the Christians, 
and clergymen admonished their flocks no longer to visit the 
Jews in their homes. The rift between Jews and Christians 
was widened as the Jews could not, and would not, participate in 
the Eucharist, which in the Middle Ages had a political, as well 
as a religious, meaning. ‘Taken by the citizens in the city 
cathedral, the Eucharist was the constitutive act of the commu- 
nity. Excluded from this act, the Jews could not become citizens, 
and remained members of a diaspora.*° 

Other factors concurred to make the self-imposed segregation of 
the Jews still stricter and to give it the character of a caste. 
Postexilic Judaism was the creation of a typically urban society. 
As a result the ritual law was so shaped that for the rural pop- 
ulation rigid compliance was almost impossible, and for the 
Pharisees the term ‘“‘country dwellers” (am-haarez) became identi- 
cal with “ritually unclean.” Some of the urban occupations — 
facilitated observance more than others, with the result that the 
Jews came to specialize in certain crafts and especially in com- 
merce. This specialization was heightened by outside pressure. 
In the early Middle Ages, both temporal and spiritual powers 
tried to enforce the evangelical command (as it was understood) 
not to take interest for loaned money. As this prohibition led to 
practical difficulties, one of the circumventing devices was to bor- 
row from the Jews, on whom the command was not binding.** 

On the basis of such observations Weber was able to explain 


29 R.S., vol. 3, p. 369, note 2; see also Weber, General Economic History, trans. by 
F. H. Knight (New York 1927) pp. 360 ff. (hereinafter designated by G.E.H.). 
The latter work, which appeared in German under the title Wirtschaftsgeschichte 
(Munich and Leipzig 1923), was compiled after Weber’s death from lectures he 
had given in 1919-20. 

30 W.u.G., p. 533- 

81 The political powers soon realized the value of having a group of bankers 
who did not even enjoy the protection of citizenship. Granting special privileges 
to the Jews, they sometimes used them like “sponges,” permitting them to 
accumulate large amounts of money, then expelling them and confiscating their 


possessions (see G.E.H., pp. 196 ff., 270, 360 ff.). 
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many of the features ascribed to the Jewish character by non- 
Jews. There was, for instance, the ancient accusation that Jews 
applied a double standard of morality in their business dealings, 
dependent on whether they were dealing with strangers or with 
members of their own group. Such a dualism, Weber points 
out, was a common feature of various societies at a certain stage 
of their political development. All over the world, the charging 
of interest had its origin in dealings with foreigners or members 
of a different class, while ‘neighbors’ assisted one another with- 
out recompense. In a confederacy like that of the ancient 
Israelites the latter practice was especially important, since inabil- 
ity to pay might result in serfdom, and the maintenance of a full 
army contingent depended on the number of available free men.” 
Later interpretations of the ancient precept varied. Whereas 
some rabbinical authorities insisted on absolute correctness in 
the dealings with Gentiles,** it was the more common view that 
the business dealings with non-Jews were ethical adiaphora. 
Weber emphasized that Judaism did not place religious em- 
phasis on economic success as did, for instance, Puritanism. Ac- 
cordingly he denied that Judaism had any considerable influence 
on the “spirit of capitalism,” notwithstanding the fact that 
many Jews played important roles in the genesis of certair types 
of capitalistic methods.** 

It is significant that the Jews rebelled against the pariah fate 
in the measure that they were estranged from their religious 
traditions. Weber pointed to the difference between the ortho- 
dox who persisted in segregation and the reformed Jews who, 
especially in Anglo-Saxon countries, were about to become a 

82 R.S., vol. 3, pp. 69 ff.; G.E.H., pp. 267 ff. 

33 Weber stated that a double standard of morality in the field of economics 
was advocated by a Christian teacher of the rank of Clement of Alexandria (see 
R.S., vol. 3, p. 358). 

84 [bid., pp. 359 ff; G.E.H., pp. 360 and 381, note 6; W.u.G., pp. 350 ff. 
According to Weber, the main contribution of Judaism to capitalism was the 


bequest to the Christians of their strict opposition to any kind of magic. Weber 
made this statement in answer to Werner Sombart, Die Juden und das Wirtschafts- 


leben (Leipzig 1911). 
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homogeneous part of their cultural environment. In New York 
he had seen the work of the Israelitic Alliance which did an 
effective job in preparing Jewish immigrants for the process of 
assimilation. While orthodox Jews seldom went to places where 
they could not find a Jewish community (because they would 
not be able to find such things as kosher meat), many of those 
who had been schooled by the Alliance took up residence in 
small country towns, especially in the South. In several cases, 
the assimilation of the Jews by their surroundings went so far 
that they gave up their inherited religion and abandoned the 
community into which they had been born.** 


Vv 


In his analyses of Hinduism and Judaism, contained in his last 
publications, Weber reversed the method he had employed in 
his early utterances on the Polish question. No longer did he 
refer to innate race qualities in order to explain ethnic differ- 
ences. Now he attempted to determine in what manner race 
relations depend on sociological factors. Instead of asking which 
innate qualities distinguished one Indian caste from another, he 
raised the question why the solution of the racial problem in 
India differed so greatly from the solution in analogous situations, 
such as that in England after the Norman conquest. Instead 
of asking which hereditary characteristics prevented an absorption 
of the Jewish diaspora by their hosts, Weber asked what historical 
and sociological experiences shaped those attitudes that caused 
the segregation of the Jews from their neighbors. 

To be sure, certain traces of a critical approach are evident 
in those early writings on the Polish question. Yet Weber seems 
to have reached complete clarity on this point only in the writ- 
ings which appeared after the turn of the century, and which 
are attributed by his biographer to a new phase of his production. 


35 W.u.G., p. 356; R.S., vol. 1, p. 181 (“The Protestant Ethic and the Spirit of 
Capitalism,” trans. by T. Parsons, London 1990, p. 270, note 58); ibid., vol. 3, p. 369; 


Biography, pp. 315 ff. 
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While it is significant for all these works that Weber was seeking 
a clear and methodologically purified terminology, his views 
about race seem to have profited also from the expansion of his 
material knowledge. Two contributing factors may be men- 
tioned in this connection: one was Weber’s direct contact with 
the race problem in America; the other was a sociological in- 
quiry on selection and adaptation of industrial workers, which 
Weber directed in 1908 under the auspices of the Verein fiir 
Sozialpolitik. One of the questions which the inquiry aimed to 
solve was whether differences in the adaptability to work with 
industrial machines among workers of different ethnic origin 
could be traced to hereditary qualities. The result of this investi- 
gation convinced Weber that for the time being the answer must 
be negative. Even though the conditions under which the 
study was made were unusually favorable for making exact 
measurements, the methodological difficulties proved insur- 
mountable. 

In conducting the inquiry, Weber sought an answer to the 
two following problems: (1) What did contemporary anthropol- 
ogy know about the inheritance of psychological data? (2) How, 
and to what extent, was it possible to separate anthropological 
and sociological factors in the interpretation of group qualities?*¢ 

With regard to the first question, it had been expected, after 
the discovery of regularities in the inheritance of physical quali- 
ties, that similar results would soon be obtainable regarding psy- 
chological qualities. These expectations were not fulfilled. 
Psychiatrists only partly succeeded in observing connections be- 
tween psychological anomalies and biological anomalies of the 
brain. But even when the investigations were limited to the 
description and analysis of psychological data alone, the difficul- 


86 See the pamphlet which Weber sent to his coworkers in the inquiry, 
“Methodologische Einleitung fiir die Erhebung des Vereins fiir Sozialpolitik tiber 
Auslese und Anpassung (Berufswahl und Berufsschicksal) der Arbeiterschaft der 
geschlossenen Grossindustrie,” reprinted in S.u.S., pp. 1 ff.; see also his report on his 
ultimate findings, “Zur Psychophysik der industriellen Arbeit,” reprinted ibid., 


pp- 61 ff. 
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ties remained enormous. It was said, for instance, that only 
formal structures and dispositions, and not actual functions or 
contents of actions, could be the object of such studies. Weber 
found such distinctions quite arbitrary when applied to empirical 
facts. Indeed, how could one test dispositions otherwise than by 
actual reactions? 37 Moreover, how were dispositions to be 
defined? Were they dispositions to either psychological nor- 
mality or anomaly, or were they, as claimed by Freud, typical 
dispositions identical in normal and in sick persons? Was the 
outbreak of sickness a result of disposition or not?** Even if 
unanimity on answers to these questions could be reached, it 
would still be doubtful whether the characteristics used by psy- 
chiatrists permitted accurate testing of great numbers of people. 
Weber believed that for the problem of heredity the usual 
descriptions of types were much too complex and needed to be 
replaced by the observation of smaller components.* 

In reference to Weber’s second problem, or the causal analysis, 
a second factor in addition to hereditary disposition had to be 
taken into account. This second factor was usually referred to 
as “environment.” But this concept, like that of disposition, was 
very complex and needed further analysis.*° Nonscientific think- 
ing, to be sure, is always inclined to attribute obvious 
differences in behavior to inherited qualities. Yet, while these 
beliefs lacked any positive proof, the influence of environmental 
factors was demonstrated in a surprisingly large number of 
cases. In his directives to his coworkers, Weber referred to the 


37 Ibid., pp. 32 ff. Weber mentioned that in laboratories it was sometimes made 
a rule to consider work done only under optimal conditions as an indication of 
abilities. This would be the case, for instance, when it could be assumed that 
the tested person himself was interested in the outcome of the experiment. Outside 
of laboratories, it was almost impossible to provide similar conditions. 

38 Ibid., pp. 249 ff. 

39 Ibid., p. 250. 

40 Ibid., pp. 29 ff., 243. The coexistence of heredity and environment, in 
principle, was recognized by Taine, who listed race, environment, and the 
(historical) moment as the three principal causes of cultural phenomena (see 
John S. White, “Taine on Race and Genius,” in Social Research, vol. 10, February 


1943, pp. 76 ff.). 
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fact that in America white and colored employees had shown 
different aptitudes for work in the textile industry. But in his 
final report he pointed out that even this divergence was ap- 
parently a result of social conditions, since the differences were 
rapidly diminishing with the increasing educational opportuni- 
ties for the Negroes.*! 

On the basis of these observations Weber concluded that there 
was no scientific justification for the tracing of psychological 
and cultural variations to anthropological differences among 
races. Again and again Weber challenged the apostles of such 
“race” theories to point out one single fact, one “reaction,” that 
would clearly and irrefutably prove the dependence of definite 
and sociologically important phenomena on innate and hereditary 
qualities. As long as no such proof existed, he averred, all 
theories about the influence of race on the forms of culture were 
not only scientifically worthless, but even harmful, for they were 
responsible for the shift in research methods away from the 
sociological analysis which promised much more solid results.‘ 

Teo prove his point, Weber subjected a number of modern race 
myths to penetrating criticism. In one of his earliest essays he 
had discussed the social causes of the decline of ancient civiliza- 
tion,*? a phenomenon which both historians and anthropologists, 
however, tried to explain by biological—that is, racial—causes. 
Weber cited as evidence of the arbitrariness of these speculations 
the fact that the same sort of argument could be used for con- 


41S.u.S., pp. 27, 247. Strangely enough, the older view is reaffirmed in G.E.H., 
p. 378, note 2 to Chapter 26, where it is said that “the Negroes for a long time 
[not “long ago” as Knight translates it] showed themselves unsuited for factory 
work and the operation of machines; they have not seldom sunk into a cataleptic 
sleep. Here is one case in economic history where tangible racial distinctions are 
present.” I doubt whether these sentences are authentic in this form or, at least, 
whether they represent Weber’s opinion at the time he was lecturing on economic 
history in Munich (see note 29), because they contradict what he says in S.u.S., 
p- 247, and also because I hesitate to charge Weber with an inconsistency in 
his notion of “race” qualities that lasted for only a few decades, at most. 

42 See, for instance, S.u.S., pp. 459 ff., 490 ff. 

43 See “Die sozialen Griinde des Untergangs der antiken Kultur,” reprinted in 
S.u.W., pp. 289 ff. 
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tradictory theories. This was the more serious since scholars of 
the highest reputation were involved. 

On the one hand, for example, the thesis had been advanced 
that the Roman master race had been destroyed in the allegedly 
extremely cruel wars of the late Roman empire. In refutation 
of this theory it was pointed out that at the time of these wars 
Italy was entirely exempt from military service. Before long, 
a new hypothesis was launched. This time it was,said that as a 
result of the exclusion of the Roman blood from higher positions, 
the spirit of the army and of the administration changed so 
rapidly as to cause the Romans’ downfall. Weber remarked that 
if the admission of barbarians to these higher positions actually 
did alter the cultural wants and the artistic taste of the ancient 
world, the changes could be more easily explained by their 
barbarism than by their race. Weber further suggested that 
note should be taken of the fact that some of the Roman em- 
perors, who are generally considered typical representatives of 
the Roman spirit, were ethnically barbarians but had been 
assimilated into the cultural traditions of Rome. 

From the discussion of the decline of Rome, Weber passed 
to the broader question: what is known about the racial purity 
of ancient master races? It seems to have been ancient custom 
all over the earth that the members of ruling groups either 
bought their wives wherever they wanted or that they took them 
as booty from abroad. In other words, there was no endogamy 
among the ruling groups until matrimony was instituted as a 
measure to protect the prerogatives and hereditary rights of 
the noble woman and her children. Neither is it true, as has 
been alleged, that the normal human instincts rebel against the 


44S.u.S., pp. 458, 489. I imagine that Weber had particularly in mind such 
works as Otto Seeck, Geschichte des Untergangs der antiken Welt (Berlin 1897), 
and the studies of Alfred von Domaszewski on the organization of the Roman 
army, for example, “Der Truppensold der Kaiserzeit,” in Neue Heidelberger 
Jahrbiicher, vol. 10 (1900) pp. 218 ff. Weber’s remarks seemed to have exerted 
little influence on the specialists who went along with the “racial” interpretation 


of Roman history. 
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mixing of races. On the contrary, there is often a mutual 
attraction between persons of differént physical types. Nordic 
skalds liked to glorify dark-haired women, and, as has already 
been noted in this paper, the existence of so many mulattoes 
proves that there was certainly no innate repulsion between 
whites and Negroes.* 

Weber’s skepticism toward pseudoscientific race theories was 
supported by still other reflections. In his studies of the rational 
and sociological foundations of music, Weber found that traces 
of musical principles comparable to the harmonic tonal system 
of modern Europe existed only in Africa and in the South Seas, 
and that from this point of view, ancient Greek music was closer 
to that of the Chinese than, for instance, to German music. Here 
was an art which seemed to have originated from the innermost 
springs of human feelings, and still it could be shown that the 
decisive steps for the formation of the harmonic system were due 
to certain definite sociological and technical causes.*® 

Weber did not want to deny the possibility that anthropological 
(race) differences, too, have a bearing on the character of cultural 
phenomena. In as late a work as the preface to the final edition 
of his essays on the sociology of religion, he reiterated his personal 
belief that the anthropological element was important in so far 
as the diversification of cultural forms is concerned.** But 
Weber did not permit his personal beliefs to interfere with his 
scientific results. 

At the end of his analysis of Confucianism and Taoism, Weber 
enumerated certain characteristics which were repeatedly ascribed 
to the Chinese people by European observers. These included, 
among others, an astonishing ‘‘lack of nerves,” unlimited patience, 
extraordinary self-control, politeness, conservatism and tradition- 
alism, endurance, unusually slow reactions to new stimuli. It was 
not difficult to form a harmonious picture out of these factors, 


45 Ibid., pp. 489 ff. 

46 Ibid., p. 490; see also Weber, Die rationalen und soziologischen Grundlagen 
der Musik (Munich 1921). 

47 R.S., vol. 1, p. 15 (“The Protestant Ethic ... ,” p. 30). 
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and on the basis of such a picture it was assumed that here was a 
race characteristically different from ourselves.48 Although 
Weber did not entirely discount such a possibility, he pointed out 
that the differences between Europeans and Chinese appeared 
much smaller as one went further back in Chinese history. Did 
this not suggest that the supposedly innate features were, rather, 
the products of cultural influences? *® Weber asserted, moreover, 
that the characteristics of the Chinese were not so uniform in all 
respects, and that the individual reports on the Chinese con- 
tained strong contrasts. For instance, one would mention both 
an outspoken distrust on the part of the Chinese for everything 
unfamiliar to them, and at the same time, childlike credulity in 
all sorts of magic superstition. Similarly, another would em- 
phasize their untruthfulness and simultaneously praise the de- 
pendability of Chinese merchants. Did not such contrasts call 
for an analysis? 

Weber himself offered several suggestions. For example, the 
strict exclusion of orgiastic features from Confucianism may have 
been influential in forming a habit which appeared to be “lack 
of nerves.” ®° The alleged untruthfulness of the Chinese, similar 
to that of the ancient Egyptians, may have been a result of 
what Weber called “patrimonial fiscalism,” that is, an economic 
system distinguished by a primitive way of collecting taxes. 
Threats and floggings on the part of the collectors and emphatic 
denials on the side of the taxpayers were regular features of such 
a system. Other factors may have led to the same results—for 
instance, the extraordinary emphasis put on the ceremonial 
aspects of Chinese religiosity. On the other hand, China was 
almost completely free of the contempt for the commercial class 
found in so many other civilizations. "Thus the Chinese mer- 
chants were unhindered by antichrematistic prejudices in de- 
veloping a pragmatic ethics of self-interest which led to the prin- 


48 Ibid., vol. 1, p. 518. 
49 Ibid., vol. 1, p. 517. 
50 Ibid., vol. 1, pp. 493, 519- 
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ciple that honesty and dependability are the best policy. If 
one went on with such analysis, perhaps all the so-called Chinese 
traits could be explained sociologically, and nothing would 
remain that had to be referred to innate qualities.*1 On the same 
basis, Weber thought it entirely unjustifiable to assume that the 
Chinese would not be able to meet the psychological or intel- 
lectual requirements of a capitalistic economy.*? 

These examples may suffice to show how Weber’s belief in 
innate race qualities has to be rated. I wish, however, to add one 
more reflection. Throughout his intellectual career Weber in- 
sisted on the necessity of keeping scientific results distinct from 
metaphysical evaluations. Hence, whatever anthropologists might 
one day discover—indeed, even if there should ever be established 
a distribution pattern of physical, emotional, or intellectual capac- 
ities along racial lines—for Weber it was certain that no science 
would ever be able to determine ultimate superiority or inferi- 
ority. Whoever attempted a definitive statement on this subject 
would thereby, according to Weber, depart from the realm of 
objective knowledge.** 


VI 


Criticism of the more fanciful race theories does not mean that 
race is not an object of scientific study. The undeniable fact 
that race has played a role in social and political events makes it 
imperative to register and to analyze it. Weber objected only 
to the usual methods of the race theorists. For his own practice 
he concluded that anthropology offered little help as yet, but 
that there was a wide field open to sociological research. Ex- 
amples of Weber’s own methods of analysis have already been 
given in the sections of this paper on Hinduism and Judaism. 
Let us now look at those of Weber’s writings wherein he dis- 

51 [bid., vol. 1, p. 520. 

52 Ibid., vol. 1, pp. 504 ff., 535. 

53 See especially the essay, “Der Sinn der ‘Wertfreiheit’ der soziologischen und 


ékonomischen Wissenschaften,” in Gesammelte Aufsatze zur Wissenschaftslehre 
(Tiibingen 1922) pp. 451 ff. (hereinafter designated as WI). 
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cussed the problems of race from a more systematic point of 
view. 

Weber sometimes called his own method an “understanding 
sociology.” ° Without discussing the problems that inhere in 
this notion, it might be said that Weber emphasized those factors 
in social phenomena the origin of which can be traced back to 
the rationally understandable (though often faulty) opinions of 
persons, and to their reactions. In common terminology, race 
means a group of human beings united by the common possession 
of inherited and hereditary qualities which are the result of 
common descent. Yet such an objective fact means little in social 
behavior unless it is recognized as such and becomes, because of 
this subjective element, a community-forming factor. In other 
words, the starting point of Weber’s analysis was not the existence 
of biological races but the existence of race consciousness. When 
does this consciousness arise? According to Weber, it is a regular 
result of the meeting of two groups who differ from one another 
in certain striking ways. —The common reaction to such a meeting 
is segregation of the two groups, accompanied either by mutual 
scorn and contempt, or if one group is the stronger, by super- 
stitious awe on the part of the other. But it is to be noted that 
objectively such reactions do not necessarily presuppose the exist- 
ence of anthropological differences. Race consciousness is very 
often based on differences of a nonanthropological character, and 
it not infrequently occurs that groups who, from an anthro- 
pological point of view, do not differ at all still react toward each 
other in the manner of different ‘‘races.” 

In view of this situation, Weber gave to the most important 
chapters of his discussion of race in Wirtschaft und Gesellschaft 
the significant title, ““The Origin of Race Qualities,” and dealt 
therein not only with anthropological factors but also with all 


54 See especially “Uber einige Kategorien der verstehenden Soziologie,” in WI, 
pp. 403 ff.; ibid., pp. 503 ff. (W.u.G., pp. 1-11). 

55 See W.u.G., p. 216. On the other hand, the unfounded belief in the existence 
of racial ties may cause the breeding of a new “race.” Endogamy is almost regu- 
larly a consequence, not a cause, of race consciousness. 
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those phenomena that determine the usual conceptions about 
race.*6 

There is a fundamental pattern in social behavior which 
Weber called monopolization. A group of persons monopolizes 
the distribution of certain material or ideal goods, ideals, rights 
and duties, and makes rules about who shall be qualified to 
share in them.** For Weber the sociological significance of race 
was that it is a monopoly-forming factor. 

In Weber’s terminology, monopolization of purely economic 
opportunities or rights leads to a division of “‘classes.”” When the 
differentiation of classes was accompanied by conceptions of a 
specific class honor, Weber spoke of “status groups.”” And when 
these distinctions were sanctioned by magic or quasi-magic ta- 
boos, Weber called the groups that were so divided “castes.” °° 
Race consciousness always tends to make the division one of 
status groups or of castes. This process takes various forms. 
Aristocratic societies tend to justify their privileges by the 
eminence of their “blood.” *® Yet race pride is also the typical 
form of a conception of honor which is shared by large masses. 
In this connection Weber referred to the “poor whites’’ of the 
southern United States. The attraction of race theories for the 
masses lies in the fact that they represent a purely “horizontal” 
division which permits each of the groups to consider itself the 
chosen people. Yet the “horizontal” is often the basis for a 
“vertical” division of status groups or of castes. That is to say 
that a common pattern of subordination is acknowledged by 
all groups concerned.* 

Turning to specific race qualities, there are first of all those 
obvious differences in physical type, which most frequently 
awaken race consciousness. Such differences, however, were 


56 Ibid., pp. 217 ff. 

57 Ibid., pp. 183 ff. 

58 Ibid., pp. 631 ff. (Essays, pp. 180 fE.). 
59 R.S., vol. 1, p. 248 (Essays, p. 276). 

60 W.u.G., pp. 220 ff. 

61 Ibid., p. 221. 
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not noticed until by some extraordinary event, like war or migra- 
tion, two groups who had formerly lived apart came into con- 
tact with each other. Neighboring peoples, unless they are 
divided by strong geographical barriers, usually display no sharp 
contrasts, since intermarriage is the rule, at least in the early 
stages of civilization.” 

Next to real anthropological distinctions come the imaginary 
ones, such as the famous odor of certain races. In a lively 
debate with a race mystic, Weber pointed to the testimony of his 
own nose which had taught him that there is no specific Negro 
odor. He added that his observation of everyday life indicated 
that, in general, Southerners must agree with him since they 
showed no reluctance to employ Negroes in occupations that 
brought them in close contact with the whites. Weber suspected 
that the theory of a definite Negro odor was an invention of the 
North dating from the rise of strong anti-Negro feelings in that 
section.® 

In other cases, actual differences in odors were wrongly attrib- 
uted to anthropological causes. Weber mentioned an ancient 
Greek tradition according to which Scythian women greased their 
hair with butter. The resulting odor apparently barred all social 
contacts between them and the Greek ladies. Though the odor 
was real enough, any belief that it was a Scythian race property 
was certainly an error.® 

This example furnishes the pattern of an almost unlimited 
variety of “race’’ qualities, which prove that, so far as the effect 


62 Ibid., p. 218. 

63 S.u.S., pp. 460, 485. On the latter point Weber was mistaken. There is a 
reference to the Negro odor in Thomas Jefferson’s Notes on Virginia, Chapter 24 
(see The Writings of Thomas Jefferson, Definitive Ed., vol. 2, Washington 1907, 
P- 193). 

64 W.u.G., p. 221. It may not be out of place here to quote from one of 
Weber’s political writings a few sentences inspired by his indignation against the 
pseudoaristocratic pretensions of the ruling classes of imperial Germany: “It is a 
grave error to believe that ‘race’ is the decisive factor in the striking lack of grace 
and dignity in the overt bearing of the German. The German-Austrians 
demeanor is formed by a genuine aristocracy. He does not lack these qualities, in 
spite of identical race, whatever else his weakness may be” (Essays, p. 391). 
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on social behavior is concerned, the distinction between innate 
and environmental qualities is immaterial. At all times and in 
all places, observers have been inclined to attribute identity of 
customs to identity of race, and different customs to differences in 
race, whether the custom concerned the fashion of cutting one’s 
hair or beard, the style of dress, food, language, or the division 
of work between the sexes. All these are matters which, in 
one way or another, determine what is considered decent or what 
contributes to one’s personal honor or dignity. To connect 
them with the notion of race reveals a lack of understanding of 
what these usages mean, or meant originally. This lack of un- 
derstanding is one of the most important factors in the genesis 
of race prejudice. It is even found in the interpretation of one’s 
own usages, once their original meanings have been forgotten.” 

The most important difference between customs and anthropo- 
logical qualities, from a sociological point of view, is that the 
former are more easily changed. But there are many analogies: 
anthropological differences are diminished by frequent intermar- 
riage, and differences in custom are reduced by imitation; there 
is usually no sharp divergence in the physical appearance of 
neighboring groups nor in their customs; and exceptions in either 
respect can, for the most part, be traced to migration or forceful 
subjection.® 

There is no basic difference between so-called “race” char- 
acteristics and the distinguishing features of other ethnic groups. 
The belief in a blood relationship often led to the formation of 
political communities, such as a tribe, a people, or nation. To 
be sure, the truth of such a belief can almost never be verified, 
and in many cases there is strong evidence against it. Some- 
times the memory of one single historical event may have fostered 
such a conviction—a comradeship in arms, a migration, or a 
religious fraternization.” 


65 W.u.G., pp. 220 ff. 
66 Ibid., p. 218. 
67 Ibid., p. 223. 
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The belief in a common ethnic heritage was often directly 
responsible for the formation of the political state. On the one 
hand, such a belief may facilitate, or provide an incentive for, 
political incorporation, as it did in the creation of the modern 
national states. On the other, it is a frequent sociological phe- 
nomenon that the purely rational causes of political incorporation 
are subsequently clouded by the legend of an ethnic relationship. 
Weber believed that traces of such groundless ideologies were 
already discernible in the local patriotism of single states in this 
country.® 7 

It is true that the rise of the national state increased the 
difficulties of those groups which, as minorities, had not been 
absorbed by the ethnic majorities, especially when the minorities 
had racial ties to the population of other countries. Weber asked 
the question where the loyalties of such minority groups would 
lie in case of conflict, but the great number of individual factors 
to be taken into account admitted of no general formula in 


answer.® 


VII 


It would be beyond the scope of this paper to enumerate all of 
Weber’s observations on the sociological significance of ethnic 
beliefs. Besides, Weber did not consider his analysis either com- 
plete or final. He once admitted that the whole conception of 
ethnic groups was so complex and so vague that it might be good 
to abandon it altogether.”” In the light of this statement it may 
be useful to summarize again Weber’s position. 

Weber grew up in the positivistic period when race theories 
were spreading over many parts of Europe. In this period, 
which was characterized by the reaction to Hegelian idealism, 
the ancient race notions were applied to the interpretation of 
world history. Gobineau, who in his youth had been a student 


68 Ibid., p. 223. 
69 Ibid., pp. 225 ff. 
70 Ibid., p. 224. 
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of Hegelian philosophy, applied his thesis of race mixture and 
decadence to the dialectics of the world historical process. To 
this extent, his thesis might be compared to the historical mate- 
rialism of Marx and Engels.*! Weber was at first greatly impressed 
by both the racial and the economic interpretations of history, 
but whereas the Marxian approach laid open a wide field for 
empirical research, the racial hypothesis did not prove equally 
fruitful. Only as a school boy did Weber subscribe to Gobinistic 
ideas. 

By the time of his first essays on German-Polish relations, 
Weber’s attitude had already changed. His views on race, at 
this stage, might be compared to those which had been formulated 
by Taine about thirty years earlier. Taine did not seek in race 
an explanation of the dynamics of history. For him race was, 
rather, a naturalistic substitute for the romantic-idealistic con- 
ception of “natural genius” (Volksgeist). In other words, his 
conception of race was intuitive and descriptive, without depend- 
ence on assumptions about purity and mixture. To give his 
views a scientific foundation, Taine referred to Darwin.?2 Since 
Taine’s interests were predominantly aesthetic, neither his in- 
tuitiveness nor his use of evaluation—though of course subjective 
—was altogether inadequate. 

Weber’s comparisons of the German and Slavic races were 
based on “‘intuitions” similar to Taine’s. But Weber immediately 
asked whether the racial differences always remained identical 
or were subject to change by historical events. To be sure, 
Taine had also searched for causes of racial differences, but he was 
satisfied with the influence of soil and climate. Compared with 
the ever-changing historical conditions, race seemed to him an 


essentially static factor. 

71 Marx considered race as one of the natural causes for the development of 
the forms of production, but he did not try to connect anthropological types 
with specific forms of civilization. 

72 See Hippolyte-Adolphe Taine, Histoire de la littérature anglaise, 4th ed., vol. 1 
(Paris 1877) pp. xxiii ff. We refer to Taine only in order to illustrate the intel- 
lectual climate in which Weber grew up. It is not intended to suggest that 
Weber was actually influenced by Taine. 
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At first Weber left the question of the origin of race qualities 
unanswered. But through his later investigations he encountered 
more and more examples that showed the supposedly permanent 
race qualities to be the results of specific historical or cultural 
conditions. At the same time, all the progress of anthropology 
failed to yield a scientific explanation of cultural phenomena on 
the basis of biological data. Hence Weber subjected his orig- 
inally intuitive conception of race to an ever-sharpening criticism. 
The irresponsible fantasies of race fanatics constituted a warning 
of the dangers involved in the uncritical indulgence in intuitions. 
The effect of Weber’s critical attitude was the almost complete 
destruction of his original conception. It now appeared to him 
that, scientifically, race was but a common denominator for a 
great variety of qualities, which groups, for certain psychologically 
understandable reasons, ascribed to themselves or to other groups. 
To be sure, Weber continued to believe in his original intuition 
also. But as a result of his scientific efforts the content of this 
intuition became smaller and smaller, until finally it was little 
more than a symbol representing that residue of individuality 
which still escaped the subtlest historical or sociological analysis. 
Clinging to this symbol, Weber was, however, careful not to 
base on it any conclusions, least of all any that would define 
higher or lower rank among the various groups of mankind. 


(North Carolina College for Negroes) 
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BY ALTIERO SPINELLI 


Democracy After the Two World Wars 


emerged victorious from the first world war, and 
soon thereafter its institutions were spread over the whole of 
Europe. At the same time, however, many openly antidemocratic 
voices were raised. The values of democracy were contested, and 
were confronted by other values exalting the superiority of dic- 
tatorial regimes over the antiquated, hypocritical, and impotent 
democracies. The criticisms soon passed from words to deeds and 
resulted in a series of national and international defeats of de- 
mocracy. 

Within the short span of less than a generation one country 
after the other adopted a type of organization that was rightly 
called totalitarian. The state acquired the right to dispose of the 
lives of its subjects without distinction of sex or age, without 
restrictions, and at all times. It had the right arbitrarily to deprive 
anyone of his individual liberties. Through its agencies it admin- 
istered a considerable share of the national wealth, and its eco- 
nomic plans determined the uses to be made of the remaining 
resources which were formally held as private property. It imposed 
a unity of feelings and beliefs through a rigid police apparatus, 
a methodical propaganda, and intensive steeping of the young 
generations in its ideals. Every institutional resistance was broken. 
The century-old effort to distinguish between society and state, 


* Epirors’ Note — This study, which was written in August 1946, has been trans- 
lated from the Italian, by Albert O. and Sarah Hirschman. The author, Altiero 
Spinelli, was arrested in Italy in 1926 for anti-Fascist activities, and he spent the 
next seventeen years in various prisons and island confinements. In 1943 he escaped 
to Switzerland, whence he repeatedly returned to northern Italy to carry out under- 
ground activities for the Action Party. After the liberation ne organized in Italy a 
movement for European federation. At present he is regional director of the Italian 
agency handling Allied surplus property ceded to Italy. 














DAWN OR DUSK OF DEMOCRACY? 223 


to limit the powers of government, and to guarantee definite rights 
to individuals and minorities which cannot be taken away — all 
this effort was destroyed in an ever-increasing number of countries. 
Society was entirely absorbed by the state, and those who once 
were proud citizens were now reduced to the level of masses of 
subjects. The only problems of statecraft to arise were technical 
questions of how psychology, economics, and administration could 
be made to contribute toward predetermined ends. 

The second world war gave rise in turn to two conflicting cur- 
rents. On the one hand, the race of society toward totalitarian 
organization was speeded up. Total mobilization for modern war 
necessarily led to this result. Germany, Italy, and the Soviet Union 
were already organized along totalitarian lines before the war; 
in England and the United States the powers of the state increased 
enormously during the war. The two camps, although animated 
by opposite ideals and ready to fight each other to the end, came 
to resemble each other under the impact of total war. The six 
years of the second world war marked the high tide of totalitar- 
ianism. 

On the other hand, the victory over the fascist powers was 
achieved in the name of liberty and democracy, and therefore 
these ideological motives make their influence felt in the postwar 
period, in the form of a moral obligation to undertake political 
and social reconstruction according to the method of democratic 
legality. 

With the exception of Spain, there is today hardly a single 
country that is not proclaiming its democratic character, or at 
least its readiness to acquire one within a short time. The coun- 
tries of long-established democracy have returned to their tradi- 
tional free institutions; countries that have emerged from Nazi- 
fascist rule are busy giving themselves rejuvenated democratic 
institutions; finally, those countries that had never known democ- 
racy take at least to its trappings and its terminology, and it is 
generally hoped that substance may soon fill the form. The anti- 
democratic voices are almost completely silent. The great sub- 
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versive antidemocratic movements that agitated the masses after 
the first world war are almost entirely absent. The former sub- 
versives of the right are crushed, and humanity, still shuddering 
from the horrors it has witnessed, stands guard, ready to smother 
any reemergence of facism or nazism. The former subversives of 
the left are giving at least lip-service to democratic legality, certain 
to derive from it more advantages than they would from insurrec- 
tion. Old faithful and new converts follow unanimously the tri- 
umphant democratic banner as never before. 

If professions of faith and of ideals are given decisive im- 
portance as determinants of history, this universal consensus will 
prove highly encouraging. But he who thinks that history is the 
fruit of human actions, and not of the ideologies with which these 
actions are covered up, cannot feel equally tranquil. He must 
ask himself whether the projects of democracy rest on a reality 
that will permit them to take root and to become universally 
adopted norms of life; or whether these projects are mere ideo- 
logical residues of war propaganda, in contrast with actual be- 
havior, and destined therefore to be discarded or at least to be 
kept only as empty formulas. 

To be more precise: it may be that the interaction of human 
relations is tending toward the reconstruction of states which, 
though their functions are more or less extended, are endowed 
with limited power and absorb a relatively small fraction of the 
energies and resources of their citizens; states, that is, that are so 
organized as to permit the citizens to resist the abuses of power 
on the part of the government which are in the long run unavoid- 
able. Should we find that matters are evolving in this way, we may 
reasonably believe that the democratic ideals will take root in the 
lives and habits of the various nations. 

The situation that faces us may, however, be quite different. 
It may point toward states with unlimited functions, absorbing 
nearly all human and material resources, and planning not a small, 
but the most extended and important, part of the lives of their 
citizens. In these circumstances the citizens would not only lose 
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their material possibility of resisting the government’s usurpa- 
tions, but the very meaning of the term “usurpation” would dis- 
appear, since that meaning exists only when there is a clear dis- 
tinction between the spheres of the state and of the individual. 
Should our analysis show that this is the prevailing tendency, we 
would be forced to conclude that democracy will not prosper, and 
that the democratic phraseology used at present is mere propa- 
ganda. In that case it will be easy to predict that this phraseology 
will eventually be discarded and be replaced by another better 
fitted to the real situation. 


National Economic Reconstruction 


Six years of war have resulted in a strong centralized control of 
the national economies, exercised by the national state, in an 
orientation of production toward war uses, and in an appalling 
destruction of wealth, with well-known consequences for the 
standards of living of many countries. 

At first sight it might be held that the most rapid and efficient 
method for the reconversion of the European economy to a peace- 
time basis would be to reestablish in the shortest possible time 
the greatest measure of freedom and initiative. This course would 
also lead to a clear distinction between state and society, and to 
a drastic reduction of the state’s powers over society. When the 
problem is examined more carefully, however, the insurmountable 
practical difficulties that prevent the adoption of such a policy are 
immediately evident. Whatever its long-run consequences, its 
first effect would certainly be a series of violent economic com- 
motions. Enormous profits on the one hand, business failures 
and mass unemployment on the other, would be the first result. 
The present unequal distribution of wealth would become even 
more unequal in the course of the reconversion crisis, and would 
channel the factors of production toward the satisfaction of the 
desires of the wealthy while depressing even further the standard 


of living of the people. 
Governments cannot but draw back before the prospect of the 
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social struggle that would follow. Any civil order whatever would 
be crushed before the new equilibrium would be attained. It is 
sufficient to recall the general hatred surrounding the black market 
— that part of the economy which eludes every control and where 
the laws of the market reign supreme — in order to imagine what 
would happen should the whole economy be organized along 
similar lines. 

In the present situation a general planned organization of the 
economy is forced upon most countries. This simple fact explains 
why socialism is today the heir of the planned war economy. In- 
deed, stripped of its ideology, socialism is nothing but a program 
of planning economic life toward public welfare and social justice. 
Thus socialism has ceased to be the aspiration of a single party or 
a single class, and has become under various guises the common 
ground of almost all parties in almost all countries. 

The juridical forms of the various national war economies 
varied from country to country, ranging from ownership of the 
means of production by the state to a control exercised as an 
extraordinary wartime measure. In similiar fashion the efficiency 
of the systems varied, ranging from the perfection of the German, 
British, and Russian mechanisms to the flagrant inefficiency of 
Italy. Only in the Soviet Union, however, did the system have 
characteristics of cohesion and permanence beyond wartime ne- 
cessities.1 In all other countries it developed because of the war 
and did not receive a final juridical and political codification. The 
problem of reorganization of society was left open. 

To elucidate the meaning of the present socialist thrust in 
Europe it is desirable to examine the three sectors of the national 
economy which are present in all modern states: the sector of com- 
petition; that of organized interests; and the nationalized sector. 

1. The competitive sector has predominated in so-called capi- 
talist society, that is, in pre-1g14 Europe and, to a large extent, 
in the United States of today. In the present-day European soci- 


1 This was also the case in Nazi Germany, but military defeat destroyed the 
German planned economy along with the German state. 
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eties it is eclipsed by the second sector (in the states which are still, 
though improperly, called capitalist) or by the third sector (in the 
“socialist’’ states). 

The competitive sector comprises that part of production and 
consumption which succeeds in eluding the planning. To a large 
extent it is not only outside the plan but also outside the law, in 
which case it is known under the name of black market. Since 
the end of hostilities the free market has everywhere broadened, 
both because of the relaxation of wartime discipline and, partic- 
ularly in the invaded European countries, because of the break- 
down of the administrative machinery. 

This free market has helped to fill certain gaps and to correct 
certain errors of the planned economy, and has brought about a 
reshuffling of social strata from which have emerged many able, 
energetic, and unscrupulous individuals. But it has not succeeded 
and it cannot succeed, not even where it flourishes with greatest 
vigor, in shifting the center of gravity of the economic system as 
a whole from planning to competition. The latter is tolerated 
in trade and small industry, where great capital investments are 
not necessary, and even within these limits it is universally frowned 
upon because the goods handled by the free market are not 
distributed according to criteria of equity and solidarity, but go to 
the highest bidder. To permit the free market to go beyond the 
modest limits assigned to it would provoke the great reconversion 
crisis which, as has been seen, no state can dare let loose. The 
relationship between free market and controlled economy is today 
almost everywhere similar to that which existed in Russia at the 
time of the NEP. A limited area of competition is authorized, 
and its usefulness is grudgingly acknowledged, but the essential 
sector of the economy remains under state control. The trend is 
everywhere toward extension and improvement of this control, 
rather than toward its unraveling. 

2. The sector of organized interests, which contains today the 
most important part of economic life in the non-socialist countries, 
includes various monopolistic organisms which distribute profits 
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and losses among their members in some prearranged fashion and 
attempt to practice a monopolistic policy of exploitation toward 
the rest of society. As long as these groups are part of an economy 
where the competitive sector is predominant, they succeed in 
obtaining some monopolistic profits but do not seriously interfere 
with the market economy. But when these groups and the rela- 
tions between them become more numerous, it is well known that 
prices become largely indeterminate. If the crushing of the less 
organized parts of society, as well as a struggle between giant 
monopolists, is to be prevented, the intervention of the state soon 
becomes unavoidable. The various monopolistic groups contin- 
uously oscillate between a request for such intervention and a 
revolt against it. These revolts should not be confused, however, 
with those that emanate from the free sector. Their only aim is 
the attainment of better positions. As soon as this is achieved the 
rebels turn again into zealous defenders of state regulation. 

In order to be able to dominate these groups, which are in- 
trinsically incapable of an autonomous existence yet continually 
riotous when brought under state control, the state must have 
broad and effective powers. During the war it was not difficult to 
keep this sector under public control. The state possessed a maxi- 
mum of authority, could assign to each group its proper position, 
grant it a number of privileges, and obtain obedience in return. 
The state actually promoted the transformation of the competitive 
sector into the “‘organized”’ sector, as it would have been impossible 
to control innumerable private enterprises without any inter- 
mediary. 

But when the end of the war ended also wartime discipline, 
it became increasingly difficult to continue the control of the 
organized groups. The pressures of each single group to be freed 
from some unpalatable regulation, to obtain a more privileged 
position, to wipe out some advantage of rival groups — these pres- 
sures are making themselves continuously felt in the administra- 
tion, the ministries, the parliament, and the parties. Furthermore, 
since the relaxation of state control is not followed by the re- 
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establishment of the market economy, these pressures are giving 
both government and the public a foretaste of economic and 
social chaos. 

The savage and ruinous struggle of the organized interest groups 
among themselves and against the state may result in the loss of 
their autonomy. In this case they may be transformed into groups 
whose task is not only the defense of the interests of their members, 
but also the carrying out of state planning within their sector. 
This means nationalization, whatever the juridical form under 
which it takes place. The other possible outcome of the struggle 
is the breaking up of the monopolistic groups and the reestablish- 
ment of competitive conditions. These two solutions are not rigid 
alternatives; they may occur simultaneously, and may supplement 
each other in various ways. But — and this is the crucial point in 
the present situation — the monopolistic sector has by now invaded 
European society to such an extent that there are not left suffici- 
ently powerful social forces which are interested in the restoration 
of a market economy. There are still quite a few men who like 
risk and despise prejudice sufficiently to seize initiatives that prom- 
ise good profits, as is shown by the persistence of the black market. 
But the operations on the black market generally yield only wind- 
fall profits which become possible here and there and disappear 
rapidly. There simply is no longer a wide and permanent field 
open to individual initiative which is of interest to large sections 
of the population. The terrain occupied by the organized inter- 
ests has grown too large. It is extremely difficult for a society that 
has reached this stage to turn back by the working of endogenous 
forces. 

g. The foregoing analysis explains why present-day European 
society, characterized by the predominant role of the second sector, 
tends with such energy toward the reinforcement and eventual 
predominance of the nationalized sector. Here a state assumes 
directly or indirectly the responsibility of administration. Produc- 
tion and distribution are regulated according to plans formulated 


by the government. 
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The economic lessons of the war have developed the technical 
staff of collectivist economy, have taught its methods to govern- 
ments and citizens alike, and have contributed much to the 
understanding of the problems involved in central planning. It 
is not necessary to expropriate all means of production, as was done 
in Russia. It is sufficient to have at one’s disposal the key positions 
of the economy, to subdue by nationalization some of the most 
powerful economic groups, and to closely control the minor 
monopolistic groups. Even the free market sector can advantage- 
ously be tolerated within narrow limits. 

These transformations are today advocated by the socialists 
within the various parties and the various classes of society. On 
the other hand, the conservative and antisocialist forces are cer- 
tainly not in favor of a restoration of a free market economy. In 
the caste society that is evolving the free market is the sphere of 
the pariah, and has almost no defenders. The antisocialists defend 
the privileged positions of the great groups of organized capitalist 
interests. These groups are opposed to the development of the col- 
lectivist economy, for they well realize that it will do away with 
the predominant position hitherto held by them. Fascism and 
Nazism were types of strongly nationalized economies, but based 
upon an alliance between the state and the most powerful capi- 
talist groups. The aspirations of the hitherto most depressed 
groups point toward socialism, that is, toward an alliance between 
the state and the weaker organized groups, with decapitation — 
nationalization — of the most powerful ones. 

The problem of transforming society toward the goals of secu- 
rity and social justice could have quite another character if it had 
arisen from a demand to modify the relationship between the free 
and the public sectors by including in the latter a number of 
essential services. But to carry through such a reform, which 
would be at the same time socialist and liberal, combined political 
pressure would have to be applied against the monopolists by the 
forces bent on social security and personal liberty. In the absence 
of strong social and political groups ready to fight for the liber- 
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ation of large sectors of the economy from the monopolistic hydra, 
the front of the antiplutocratic forces is composed only of the 
weaker organized pressure groups. Aware of their inferiority on 
the terrain of monopolistic competition, they aim at the develop- 
ment of public control of the whole economy. The traditionally 
socialist industrial workers are joined today by numerous other 
social groups that are already organized along corporate lines, 
as well as by many technicians of mass production and of modern 
administration who have realized that their social role can be 
enhanced only in a collectivist society. 

All of this goes a long way toward explaining why it is almost 
impossible to arrest the development toward collectivism of the 
present-day national economic systems in Europe. 

While this development may lead to higher levels of social 
justice and security, it certainly will not give greater guarantees 
for democratic liberties. On the contrary, such a structure of state 
and society will make their safeguarding increasingly precarious. 
When the government is no longer the administrator only of 
certain well-defined and limited collective needs of varying im- 
portance, but is in charge of the whole productive activity and of 
almost all property, democratic methods are less and less suited 
for the accomplishment of its task. Indeed, these methods tend 
to become almost exclusively the vehicle of the disintegrating 
pressure-group interests. The need to adopt authoritarian methods 
becomes a necessity for the effective working of society. 

But when the citizens depend too much on the central power, 
when almost no field is outside of its jurisdiction, even the feeling 
and desire for individual liberty and independence, which are 
indispensable for the survival of a vigorous democracy, fade out. 
The political system of the Soviet Union, the country that has 
developed the most coherent collectivist regime, supplies a clear 
indication of the way in which such a society can be governed. In 
countries like Great Britain the presence of most vigorous liberal 
traditions can counterbalance this tendency toward totalitarian- 
ism. But historical capital, too, is subject to gradual consumption. 
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What shall we say, then, of those European countries where these 
traditions have already been very deeply corroded or have never 
existed? 

The United States is the only country where the problems of 
social justice can be approached from a different angle. Here too 
the sector of organized interest groups is strongly developed, but 
it has not yet affected the free market economy as deeply as in 
Europe. The struggle against the monopolistic groups is therefore 
waged not by the state alone, but by an alliance between the free 
and the public sectors. It is for this reason that the European 
brand of socialism, which has never understood the political and 
economic significance of this alliance, has always been unsuccess- 
ful in America. The social struggle in the United States may yet 
succeed in eliminating the existing privileges of pressure groups 
while establishing a system of free economy with adequate collec- 
tivist institutions. As this subject will presently be returned to, 
because of the decisive influence that the United States may exert 
on future developments, it is sufficient here merely to note this 
difference — and I shall not hesitate to say, this superiority — of 
the American structure as compared with that of European nations. 


International Economic Reconstruction 

In the international field the implications of this analysis are even 
more disturbing. The fundamental characteristic of planning is 
the fact that it is carried out on the national level. This is in 
contradiction to the needs of modern man as well as to the modern 
techniques of production. In spite of the decrease in international 
interchange of goods and services which took place before the 
war, the need to reestablish as wide a range as possible of inter- 
national economic relations is today acutely felt by all countries. 
A perfect plan certainly should take account of all these inter- 
dependencies. 

But an economic plan presupposes a public authority which 
elaborates and imposes it. Since the only authorities available 
are still the sovereign states, the only possible plans are those that 
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can be imposed by the states on the area under their de facto 
control. Economic reconstruction actually takes place at the pres- 
ent time through a juxtaposition of planned national economies 
which have chosen state trading as their method of international 
collaboration. Necessity forced all countries to adopt this method 
during the war, but it is rapidly becoming the keystone of the 
peacetime planned economies. Should it disappear, should the 
citizens obtain anew the possibility of freely purchasing and selling 
essential commodities abroad, the planned sector would soon 
cease to dominate the whole economy and would become an inte- 
grating element within a free economic system. 

The serious consequences of the formation of nationally plan- 
ned economies and of the concomitant foreign-trade monopolies 
are known. As long as international interchange is carried out 
by individuals at their own risk and profit, the task of each single 
state is reduced to that of safeguarding the rights of its citizens 
operating abroad, under the obligation of reciprocity; quantities 
and prices of imports and exports are of no concern to the state. 
This is fundamentally changed by direct or indirect state trading. 
The channels of trade are determined then by the agreements 
that the single sovereign states are able to conclude through bi- 
lateral negotiations. Every state aims at obtaining the most favor- 
able terms of trade, at guaranteeing an uninterrupted flow of 
goods from its sources of supply, in short, at obtaining “living 
space,” to use a term that is still well suited to describing the 
universal aspirations of the nationally planned economies. 

In this way foreign trade becomes more and more charged with 
power, just as the formation of organized interest groups intro- 
duces power elements into the domestic economic system. In the 
international field, too, we have organized groups, the national 
states, which are bound to follow a policy of reciprocal economic 
subjugation. And since foreign trade consists to a large extent 
of commodities essential for subsistence and economic progress, 
the absence of a plan conceived on a world scale leads to a rein- 
forcement of the tendency toward economic imperialism. 
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At present there are only a few states that are sufficiently powerful 
to carry out an effective policy of expansion; the minor states have 
no choice but to be integrated into one or the other of these 
living spaces. In these vast imperial zones economic reconstruc- 
tion will certainly proceed more efficiently than would be possible 
on the purely national level. But since it is not possible to divide 
a world into several independent zones, the imperialist impulse 
will continue to be actively present. Such is the internal logic of 
the system of state trading. 

It is almost superfluous to emphasize that this analysis does not 
open up favorable prospects for democratic liberties. In both 
imperial and vassal states the plan of economic reconstruction 
will rapidly become again a plan of war preparation, and will lead 
to the adoption of totalitarian forms of government, which are 
the only ones efficient for the preparation and conduct of modern 
war. With power considerations emerging, the initial criteria of 
planning — welfare, security, justice — will have to be radically 
altered. Behind socialism reappears the specter of national social- 
ism. 

What hopes are left for the reconstruction of a free world 
economy? Again we have to give special consideration to the 
position of the United States. While in almost all other countries 
direct or indirect state trading has become an essential part of 
their planned economic systems, the foreign-trade controls in 
force in the United States (where the battle for or against total 
economic planning is by no means decided) are clearly of an 
emergency character. The pressure to do away with them is 
considerable. 

Abandonment of the methods of total economic planning would 
remain without notable international repercussions, and would 
probably even be condemned to failure, if it were carried out by 
a country of secondary importance. But if this course were chosen 
by the economically most powerful nation, the United States, the 
result could be a decisive contribution toward slowing down or 
reversing the tendency toward nationalized economies in a great 
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number of other nations. If a large free market that is funda- 
mentally important to every country were reestablished, be it 
even gradually, the whole problem of realizing socialist programs 
in the various nations would appear in a different light. Instead 
of aiming at the control of the whole economic life, the national 
systems of socialism would be deflected toward a course of de- 
velopment similar to that taken in the past by municipal socialism. 
With a free sector guaranteed throughout the national territory, 
municipal socialism found its field of action in the local develop- 
ment of public services at low cost, thus increasing social equality 
within the municipality without taking liberties or initiatives 
away from the citizens, who maintained a high degree of indepen- 
dence with respect to their municipal government. 

Naturally, it is not possible at present to predict whether the 
United States will coherently and steadfastly enter upon the course 
of promoting the widest possible network of free world trade, or 
will eventually succumb to the system of total economic planning. 
All we can say now is that during the coming years the United 
States will stand at a decisive historical crossroads; the decision 
taken will shape civilization for generations to come. 

To think of this alternative in terms of capitalism versus 
socialism amounts to a total misunderstanding of the problem. 
The real alternative is between nationally planned economies 
motivated by socialism in a first phase, by imperialism in a second 
and final phase, and a free international economy corrected and 
integrated by socialist institutions. In terms of political structure, 
the alternative is between states with unlimited powers and states 
whose powers are limited, though wider than they were in the 
last century. 

The problem of the future of democracy is, in the last instance, 
a problem of the possibility of constructing states with limited 
powers. In the overwhelming majority of nations the sphere of 
national economic relationships no longer contains any forces 
capable of imposing such limits. Such a possibility is found to 
exist only when we look beyond national horizons and indigenous 
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political and social forces. It is no more than a possibility, and 
it stands in need of many noneconomic elements to become reality. 
But whoever is stirred by concern for the future of free civilization 
should meditate this possibility and draw practical consequences 


from it. 


Political Reconstruction 


To complete our analysis we have to investigate how contempor- 
ary international politics is affecting the possibility of achieving 
free societies. Since war is the instrument with which foreign poli- 
cies are actuated in the last instance, and since it is war that has 
the greatest impact on private and social life, this survey will con- 


centrate on the manner and the intensity in which the danger of 


war is today weighing upon human society. The examination 
will be conducted intentionally in these empirical terms, without 
analyzing whether theoretically the elimination of war is possible 
in the present framework of civilization. Indeed, it would be easy 
to prove that this possibility does not exist, for it is impossible to 
create the only instrument that would abolish war, that is, a world 
state in which the force of law would be substituted for the 
contest of war in the relations between nations. This statement, 
however, though it may serve to give us a sense of the fragility of 
our civilization, of the constant threat under which it lives, does 
not help us in determining the influence which the danger of war 
has today on the development of democracy. It is possible for 
democracy to prosper even when the danger of war exists, provided 
the danger is not believed so serious that it induces nations to 
devote all their material and spiritual energies to preparation for 


war. 
The characteristic feature of the victory of the United States, 


the Soviet Union, and the British Empire is the division of the 
whole world into spheres of influence of these three powers. This 
result can be attributed only in part to the imperialist impulse 
present within every power. It is equally attributable to the 
complete disruption by the Axis powers of the political and social 
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order of their own countries and of the areas they occupied. In 
destroying the Axis military machine the Allies found themselves 
confronted by a chaotic situation in liberated and occupied ter- 
ritory. To abandon the liberated and vanquished countries to 
themselves after military victory would have meant to leave 
Europe and Asia in a state of political convulsion which would 
certainly have had serious and unforeseeable consequences for the 
victors. Whatever sentence is rendered on the absence or failure 
of revolutionary developments, it is certain that the establishment 
of military and political control over the entire globe was an 
elementary necessity for the great powers. 

If there had been an effective similarity of intentions, it might 
have been possible to set up a joint control according to a common 
plan of world reconstruction. Any trace of imperialism would 
have disappeared from such a gigantic police operation, and the 
task of rebuilding civilization would have been enormously eased. 
But the differences of interest, of concepts, and of methods, par- 
ticularly between the Russians and the Anglo-Americans, were 
such that, in spite of several wartime and postwar attempts to 
produce a plan of action, only a few vague affirmations of prin- 
ciples could be arrived at — and these were inevitably given quite 
different interpretations by their negotiators. 

Thus far these huge blocks have been constituted mainly ac- 
cording to the criterion of military security, and they are lacking 
in the ideological or economic content which would give them 
greater solidity and permanence. In such a situation the great 
world powers may choose quite different roads. 

In the first place, they may attempt to consolidate their respec- 
tive empires by adding to the present military control a methodical 
course of political, economic, and cultural coordination, thus 
progressively reducing the sovereignty of the smaller nations 
within each empire to a mere shadow. It must be admitted that 
this is the the most probable course of events. The temptation to 
keep what one has acquired is extremely strong, and if only one 
of the great powers should be carried away by it, the others must 
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follow, whether they want to or not, unless they are prepared to see 
the balance of power altered at their expense. An observer of 
world politics since the end of the war must come to the reluctant 
conclusion that this is the road that has been traveled so far, 
with hesitations and doubts, with continuous declarations of in- 
tentions to the contrary, with attempts to work out a different 
policy, but with impressive continuity. 

The hesitations and the desire to look for alternative solutions 
are to be ascribed less to hypocrisy than to awareness of the conse- 
quences that are implicit in the tendency toward imperialism. It 
has been easy to divide the world by using military criteria, but 
impossible to create spheres that do not interfere with each other. 
Germany is only a particularly serious case in point. Virtually 
every mile of the lines of demarcation between the empires is in 
dispute. The struggle for modifying the lines began at the end 
of hostilities, but there is no line that is intrinsically more accep- 
table than any other. Comparative military power is the only 
criterion for accepting or rejecting a given boundary. 

Thus the division of the world into spheres of influence makes 
the danger of war a crude reality which impinges on everyday 
life, everywhere. Unlike the colonial imperialisms of the last 
century, today’s imperialisms are no longer cushioned by inter- 
mediate independent regions; across every border stands a rival 
empire. 

Maintenance and development of the military machines of the 
world powers are made even more necessary by the fact that the 
nations included in the various zones have not entered them by 
their own free will. For this reason every world power is faced 
with a great deal of ferment on the part of large sections of the 
vassal populations, tending either toward independence or toward 
integration into a different zone. 

The division of the world into three spheres of influence, 
determined by the accidents of military occupation, can therefore 
only accentuate militarism and prepare the way for a third world 
war. Under these conditions democracy cannot be developed 
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where it did not exist before, cannot be strengthened where it 
has been reborn, and perhaps cannot even be maintained where it 
has existed for generations. 

The possibility of a different development undoubtedly still 
exists. The road to be traveled would be more arduous than that 
of crude and unlimited imperialism, but it is still open. 

The reduction of the danger of war hinges on a decision on the 
part of the great powers to withdraw to their own borders, that is, 
to regard as provisional the present division of the world into 
three spheres of influence. This would immediately diminish the 
reasons for conflict, because it would lead to the formation of vast 
neutral zones and consequently to a greater possibility of agree- 
ment. The decreasing probability of war would induce a reduc- 
tion of the military establishments. 

Because of the nature of modern war a minor country that 
prepares for war reaches much more quickly than a big power the 
critical point beyond which the concentration of national effort 
renders a totalitarian transformation of society inevitable. Powers 
with continental dimensions are able to retain a strong military 
force without necessarily smothering all other forms of activity. 
Since war can today be launched only by the great powers, the 
probability of democratic developments is intrinsically greater 
than in a situation where the initiative for war is in the hands of 
numerous small powers. It is true that one of the great powers, 
the Soviet Union, has already a totalitarian structure. This struc- 
ture, however, unlike that of National Socialist Germany, was 
caused not by militarist and imperialist aims, but by the necessity 
of rapidly raising a backward country to the level of the most 
civilized societies. For this reason a decrease of the imperialist 
tendencies of Soviet policies would create possibilities of demo- 
cratic development for the peoples of the Soviet Union. 

If and when the great powers change their present policy, it will 
be necessary for the minor countries to realize that power politics 
is a thing of the past, so far as they are concerned. They will have 
to understand that their national independence has a positive 
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meaning only if they succeed in becoming centers of free and 
peaceful life, as was understood by the Swiss, the Swedes, and other 
peoples when they realized that the days of military conquest 
were definitely over. 

European reconstruction in particular can progress only if Eu- 
rope becomes a great neutral and peaceful zone between the world 
powers, like Switzerland between the great European powers. But 
the renouncing of power politics on the part of the European 
nations is unthinkable as long as they jealously maintain their 
national sovereignties; these have lost much of their significance 
with respect to the great powers, but are still quite effective in 
poisoning the relations of those states among themselves. If they 
do not succeed in uniting in a free and peaceful federation they 
will not be able to overcome their present internal and external 
difficulties, and in the end they themselves will invoke the inter- 
vention of the great powers, thus contributing to imperialist 
rivalries. 

These, then, are the two fundamental requisites to following 
the road to peace: a sense of limitation on the part of the great 
powers; and a peaceful federation of the smaller nations. But it is 
not sufficient to point to a reasonable solution. We must investigate 
whether there exists strong, active, and strategically-placed inter- 
ests that may bring about its realization. In the Europe of today 
there are many “men of good will” who understand the advan- 
tages of a federalist solution; but they do not succeed even in 
building a homogeneous political force, for the simple reason 
that the fate of Europe is decided by the three great world powers. 

Once more the United States is the strategically decisive point 
where a change of the course hitherto followed may originate. 
Not because her government or her people is possessed of any 
particularly altruistic virtues, but because the United States is 
faced with problems quite different from those of Great Britain 
and the Soviet Union. 

For the Soviet Union conditions are from every point of view 
conducive to an enlargement of empire. She has numerous ailies 
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among the popular forces in other countries. In view of her tradi- 
tional diffidence toward other powers, it is gratifying to her to have 
vassal states for neighbors, rather than independent nations. The 
methods of political control applied in the Soviet Union can be 
extended without difficulty to new territories. Similarly, their 
economic integration can be achieved by a simple extension of 
well-tested procedures. 

The zone of influence of Great Britain has not been appreciably 
increased. In substance, she aims at conserving her old empire, 
and regards her recent acquisitions as provisional. She tends to 
administer them with her traditional methods — diplomatic astute- 
ness implemented, if necessary, by the use of force. We are not 
concerned here with the question of the survival of the British 
Empire. But if it is remembered that this question has arisen at 
the end of each war in recent history, it is clear that Great Britain 
is not faced by a problem that requires a radical change in 
methods. This may explain the relative passivity of British foreign 
policy. 

The case of the United States is quite different. If the United 
States is to accept the division of the world into three spheres, her 
own structure will have to be fundamentally recast. Although she 
has possessed an empire for the last forty years, she did not equip 
herself for its defense, as was clearly shown by the rapid loss of the 
Philippines. If she is to keep an empire stretching from the Elbe 
and the Mediterranean to China, the United States must be pre- 
pared to retain strong armies permanently garrisoned, or ready 
to be garrisoned, in Europe and in Asia. She would have to in- 
crease considerably the traditional proportion of resources devoted 
to war purposes, as well as the political influence of the general 
staff. This would result in a profound and violent revision of 
her whole political and social structure, which used to be that of 
a country dedicated to peaceful pursuits. Furthermore, while the 
United States entertains excellent relations with independent 
nations — particularly with democratic ones — she is totally lack- 
ing in any ideology with which she could support and justify 
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domination over vassal peoples. She would therefore have to 
develop the weapons of corruption and repression, on the one 
hand, and, on the other, a sense of racial superiority. 

These and similar symptoms of imperialist corruption of Ameri- 
can civilization are already in progress because of the mere fact 
of the position the United States occupies in the world today. 
They are indicative of tendencies that could destroy a democracy 
even better grounded than that of the United States. 

Therefore it is easily understandable why the traditional forces 
of American democracy are not at all enthusiastic about the posi- 
tion of world domination attained by their country. On the 
contrary, they are full of anxiety over the possibility that the 
United States may come to an end similar to that of the Roman 
republic after the conquest of its empire. Yet it is no longer 
possible to return to isolationism, a course that could be pursued 
only as long as the British Empire was the guarantor of peace 
and of the freedom of the seas. Today it is the British Empire 
that needs such a guarantee. From now on the United States must 
fight out for herself the battles for the survival of her civilization. : 
And this battle can be won only if a peaceful cooperation of free | 
and prosperous peoples replaces the present imperialist policy 
based on zones of influence. 


Conclusion ] 
This analysis has shown that there is today an extremely strong 
tendency toward the forms of totalitarian society and toward the ] 
integration of empires. Where they exist at all, democratic liber- 1 
ties are in a precarious state. The present political situation in i 


a 


many countries proves that this state of affairs is actually sensed 
by the masses: the democratic and liberal parties are practically 
disappearing; the socialist parties, which reproduce within them- 
selves the contradiction between the aspirations toward democ- 
racy and those toward a type of society which negates the very 
premises of democracy, are paralyzed by a deep crisis; success and 
prestige have gone to those parties (the Communists and the 
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Catholics) which can adapt themselves to the democratic game, 
but are actually animated by totalitarian aims. 

Yet this trend is by no means a “historical law,” provided 
sufficiently powerful interests can be mobilized to resist it. The 
United States, the most powerful nation on earth, is at the same 
time the nation least well equipped to conduct a policy of power, 
that is, a policy of totalitarianism within and of imperial conquest 
without. Elsewhere the desire to maintain and increase the power 
of the state makes for ever stronger leanings toward totalitarian 
methods, but the United States, being least advanced in this 
direction, has every interest to change the present internal and 
external policies of the other countries. Her political structure, 
her international economic interests, the desire to maintain her 
relative power position, her national mentality — all converge to 
the same policy: to favor everywhere those types of civilization 
where the state does not absorb and control the entire society. 

The great weapon which is at the disposal of the United States 
is not so much the atomic bomb as her huge economic resources 
and power. Whether these will be intelligently used, and whether 
they will succeed in bending world events in a new direction, is 
still uncertain and will become clear only within the next few 
years. But it cannot be doubted that here is the opportunity for 
a turning point in history which will decide whether we are today 
placed at the dawn or at the dusk of an age of liberty. 

In assigning this predominant importance to the United States 
I do not intend to imply that the minor nations should passively 
wait for their fate to be handed down to them. Their attitude can 
importantly favor or hinder the emergence of a freer society. But 
in the interdependent world of today, actions with worldwide 
repercussions are the necessary, if not sufficient, condition for the 
opening up of new historical vistas. To attempt to “reconstruct 
the world” from within the shell of the small nations, mistaking 
them for the world’s center, is to succumb to the illusion of those 
who would try to raise a tempest by stirring the contents of a glass 


of water. 
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NORTHROP, F. S. C. The Meeting of East and West: An Inquiry 
Concerning World Understanding. New York: Macmillan. 1946. 
xxii & 531 pp. $6. 

The subtitle of Professor Northrop’s book indicates its character 
as a political tract. Its subject matter is not delimited by critical 
standards of philosophy or of a special science; it is delimited as a 
practical problem of politics. The abundant historical material is not 
introduced for the purpose of interpreting history; it is selected for 
the purpose of supporting and illustrating a pragmatic solution. 

The “world” which Professor Northrop wishes to understand is 
the One World of current politics. This world is a field of powers, 
consisting of the United States, Great Britain, China, and Russia; in 
addition, the author includes in his considerations the Latin-American 
and the Roman Catholic cultures, because they present practical prob- 
lems of some importance in American politics—an importance that he 
sees evidenced by the recent development of Mexico and by some 
equally recent trends in the University of Chicago. The vicissitudes 
of history have let the Big Four emerge as the dominating Great 
Powers. Their peaceful coexistence is desirable, and therefore it is 
necessary to investigate the main sources of friction between them 
with a view to their abolition. 

The fundamental cause of friction the author finds in the differ- 
ences of “ideology.” In order to arrive at a peaceful world we have 
to state clearly the content of the different ideologies; then we have to 
examine the extent to which they are compatible with one another; 
and, finally, we have to develop a composite ideology that will com- 
bine the better parts of all of them and hence will be acceptable to 
everybody. To the task of developing the composite ideology for One 
World, Professor Northrop has devoted his Inquiry. He has given 
the name “epistemic correlation” to the new ideology—a name that 
certainly is neutral enough not to offend anybody. 

Professor Northrop is very conscious of the importance of his enter- 
prise, and he conducts it with appropriate diplomatic circumspection. 
He has to follow a lonely path, departing from the ways of both lay- 
man and scholar. The layman in his provincialism is inclined to regard 
his own ideals and values as valid for everybody; and the scholar is 
a specialist who expects that the results of special inquiries will add 
up to a picture of human civilization. As a consequence “the basic 
issues and problems of our time never get faced and understood, to 
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say nothing about being constructively solved by either layman or 
scholar.” “Traditional scholarship,” because of its specialization, is 
“faulty scholarship.” “A new type of scholarship” is required which 
sees provincial factors in their relation to one another and to the 
whole of civilization. The ideal would be a combination of the ex- 
pertness of the “local specialist” with that of “the specialist directing 
attention upon conflicts and interrelationships.” We are far from this 
ideal at the present time, but this study moves toward it in a pre- 
liminary way. 

The treatment of problems inevitably has to be selective. As the 
principle of selection the author uses mass importance. The ideologies 
considered are chosen because they are influential “as measured by 
majority opinion.” Starting appropriately at our own doorstep, the 
author begins with Pan-American problems. The “Rich Culture of 
Mexico” (II) serves as a suitable background for the ideological traits 
of the “Free Culture of the United States” (11); and the Anglo- 
American complex is rounded out by a chapter on the “Unique Ele- 
ments in British Democracy” (Iv). A brief survey of “German Ideal- 
ism (Vv) serves as an introduction to “Russian Communism” (v1). 
Chapter vil is devoted to “Roman Catholic Culture and Greek Sci- 
ence.” This whole complex of western ideologies is concluded by 
some remarks on “The Meaning of Western Civilization” (vim). The 
following three chapters deal with China, India, and Japan. Chapter 
xu brings the “Solution of the Basic Problem,” and the final chapter 
(xu1), under the title “Practical Wisdom,” presents qualifications, 
corollaries, and warnings that the way will not be easy. 

It is not possible here to enter into technical detail on Professor 
Northrop’s theory of “epistemic correlation,” which is his solution 
for the frictions arising from ideological differences. Let it suffice to 
say that the villain in the piece is Locke’s theory of primary and 
secondary qualities, for it compels us to introduce the human observer 
as the agency which creates a secondary world of sense appearances 
beyond the primary reality of nature as revealed in mathematical 
physics. The solution of this difficulty is to be found in the assumption 
of two ultimate components of reality, designated as the “theoretical” 
and the “aesthetic”; the two components stand in a two-termed rela- 
tion to each other, which the author calls “epistemic correlation.” 
This two-termed structure of reality is the structure not only of the 
external world but also of man. 

Under this assumption that the correlated theoretical and aesthetic 
fields extend throughout reality we can dismiss the problem of the 
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observer, and we do not need metaphysical explanations that would 
ascribe superior reality to one of the two fields. The differentiated 
aesthetic continuum is given in immediate experience with the same 
primacy as the theoretical construction of the world in science. As a 
political consequence the westerner can accept cultures which, like the 
Chinese, accentuate the aesthetic component, without worrying as a 
good Puritan that the realm of aesthetic experiences is inferior in value 
to the sober theoretical penetration of the universe; and vice versa. 
“Both components are equally real and primary, and hence good, the 
one being the complement of the other.”” All that is necessary to bring 
peace to the world is that everybody realize the truth of this insight, 
pay due respect to the equally fine values of the other, and try to over- 
come his personal idiosyncrasies and provincialism by adding to his 
culture those elements which hitherto have been neglected. 

Obviously, this idea is no mean achievement. Professor Northrop 
compares it with other major negations of the past and with revolu- 
tionary inaugurations of a new future. The modern world and the 
American Revolution are the result of “a negation and attendant 
revolution against the medieval thesis of St. Thomas and Aristotle.” 
“The thesis of this book . . . is a similar example of negation with its 
attendant revolution not merely in man’s thinking, but in his con- 
ception of what is adequate economic and political science and reli- 
gion, and attendantly good personal, national, and international 
conduct” (p. 468). 

I do not wish to expand on the politics of Professor Northrop be- 
yond a remark on the place that this work occupies in the tradition 
of American letters. The reader of the treatise will be reminded (and 
will occasionally find himself prodded into such reminiscence by the 
author) of The Education of Henry Adams. In spite of the fact that 
the scope of the book covers the whole world, there is a certain dispro- 
portion in the space allotted to the various “ideologies”: the culture 
of the United States receives 100 pages; India, China, Japan, and Islam 
have altogether 124 pages. The primary concern of the author is not 
so much the world in general as the position of a Protestant, positivist 
American in this world. He takes careful stock of the values of Protes- 
tant and enlightened America; he finds, like Henry Adams, that there 
are plenty of values in the world which are not realized in this tradi- 
tion, and he engages in a sincere and most appealing effort to do 
justice to these values and to organize them as far as possible into 
his personal horizon. The effort of Henry Adams reached out into the 
Christian Middle Ages in order to recapture a tradition from which 
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America had branched off; Professor Northrop is particularly success- 
ful in capturing certain Oriental values. 

Thus the author moves in the tradition of those thinkers and intel- 
lectuals who sense the limitation in the range of American values 
which is caused by the fact that American civilization has branched off 
from a particular social class and a particular historical phase of a 
particular European nation. At the same time the book marks an 
important new step in this tradition, inasmuch as the effort to recap- 
ture missing values is not burdened with silly feelings of inferiority, 
or with historical nostalgia, or with sulky hanging around in Paris; 
the author simply sits at home, as an intelligent, grown-up person 
should do, and devotes his time to the study of written documents in 
which the humanity of foreign civilizations and remote ages has ex- 
pressed itself. Whatever misgivings may arise with regard to the success 
of the effort, it is only with relief that the reader will observe the 
spirit of optimistic equanimity in which the author tackles the prob- 
lem of enlarging the horizon of values. 

The principles which underlie Professor Northrop’s study would 
merit a lengthy discussion, which cannot be entered upon here. I shall 
merely list a number of points that a more extended examination of 
his book would have to explore. 

The author’s philosophy of history may, in general, be characterized 
as neo-Comtean. The conception of progress as determined by the ad- 
vancement of theoretical science, and the request that “ideologies” be 
adapted to the most recent state of science, are Comtean. New is the 
tempering of the strictly progressivist conception by the admission of 
the “aesthetic” component as a relevant ingredient in a civilization. 
Hence the author’s treatment of history is exposed to the criticisms 
that were directed against the older type of positivism. 

Closely connected with the Comtean attitude is the author’s scien- 
tistic determinism. In his view the advancements of science determine 
revisions of “ideology”; Newtonian physics, for instance, required a 
new philosophy of man and society, of the Lockean type. This con- 
nection is highly doubtful. We might as well reverse the explanation 
and suggest that Locke’s will to see man in a certain perspective in- 
duced his interest in the new science. 

One of the book’s most serious defects is the author’s uncritical use 
of the term “ideology,” which embraces religion, philosophy, art, polli- 
tical and economic theory, and philosophy of nature. In the face of 
our differentiated methods for the treatment of these phenomena, such 
simplification is hardly excusable, 
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The problem of undue simplification arises in particular with re- 
gard to the reduction of all problems of culture to the “theoretical” v 
and “aesthetic” components. As a consequence the author must lump 
together, under the title of “theory,” such well-differentiated phe- I 
nomena as physics and theology; on the other hand, some of the most 
important distinctions in the field of spiritual experiences escape him. T 
The principal victim of the resultant confusion is Christianity. L 
Christ is a figure whose “ideology” is “outmoded” (one of the author’s 4 
favorite words) in the light of the “ideologies” of more recent figures 
such as Einstein or Planck. Christianity in general is guilty of “tran- ai 
scendental hocus pocus.” Leaving aside the question of good taste, b: 
it is hardly admissible to interpret Christian symbols as verifiable or 
or unverifiable “theories.” One would have to consider the problems V 
of cognitio fidei and analogia entis. is 
The lack of understanding for the experiential basis of Christianity 
also induces the author to see a gulf between eastern and western re- if 
ligiousness which in this absoluteness does not exist. For one reason tie 
or another he ignores the whole class of literature which is represented re 
by Rudolf Otto’s Mysticism, East and West. th 
The assumption of the gulf seriously impairs the interpretation of of 
Oriental problems. It is not necessary, for instance, to be baffled by pc 
the task of explaining to the western reader the meaning of the Con- ye 
fucian li. A judicious comparison with the Platonic nomos might th 
easily clarify this matter. on 
Finally, the assumption of the two components, theoretical and de 
aesthetic, obscures the most important problem of western history, the wt 
differentiation of the spiritual personality, which began in Hellenic Rt 
civilization with Heraclitus, Aeschylus, and Plato, and amalgamated by 
with the parallel development in Hebrew history (Deutero-Isaiah, fift 
Christ). The development of this field of experiences, which charac- we 
terizes western history, is covered by the title “theory.” The Oriental lens 
civilizations, on the other hand, appear in Professor Northrop’s presen- ant 
tation in a too rosy light, because the insufficient development of these un! 
experiences is not recognized as their chief limitation. to 
The raising of these points is not intended to detract from the true anc 
importance of Professor Northrop’s treatise. The provincialism of I 
western public opinion is, indeed, one of the most disturbing factors me 
in international politics. A sincere effort to militate against this source ma 
of friction deserves all praise, even if we have to take exception to it r 
technical points in the execution. Moreover, the two chapters on the tior 
United States and Great Britain will, under any conditions, stand by tha 
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themselves as successful, hardly rivaled, attempts to take stock of the 
values which characterize Anglo-American democracy. 
Eric VOEGELIN 


Louisiana State University 


TIMASHEFF, NICHOLAS S. The Great Retreat. The Growth and 
Decline of Communism in Russia. New York: E. P. Dutton. 1946. 
470 pp. $4.50. 

This is a strange book, scholarly and instructive, rich in material 
and in documentation from Soviet sources, but also arbitrary and 
biased to the extent of irritating any reader familiar with the terrible 
cost of the Soviet experiment yet aware of the shortcomings of the 
West, whose product Sovietism is. Of such considerations the book 
is innocent. 

The scholarly candor of the study can be seen from the fact that, 
if it were to be classified politically in the present international situa- 
tion, it would have to be put down, for all its hatred of the Soviet 
regime, as pro-Russian. For it is the author’s abundantly documented 
thesis that the communist revolution was an arbitrary interruption 
of a strongly progressive and hopeful development in industrial, 
political, and intellectual life, which threw Russia back by many 
years, but that the Russian people have “broken the backbone of 
the communist monster” (p. 415) and have resumed the forward 
march at approximately the point to which their uninterrupted 
development would have brought them. Thus the total result is that, 
with certain modifications remaining from the “shock” of communism, 
Russia has returned to a normal progressive development inspired 
by her national tradition—a tradition which, though suppressed for 
fifteen years, has finally asserted itself, has partly undone and partly 
absorbed communism (this is the “great retreat” of communism), and 
has given a most magnificent account of itself on the battlefield. The 
author concludes that there is nothing particular to fear from Russia, 
unless she is subjected to a third communist experiment, comparable 
to that of war communism in 1917 and that of rural collectivization 
and the Five-Year Plan initiated in 1927. 

It is apparent that much in the cultural and intellectual develop- 
ment supports Timasheff’s thesis. The regime saw that it could not 
maintain itself, much less press its social and economic program, unless 
it reconciled the people by reviving their cultural and religious tradi- 
tion. In the case of national history, this could be done by insisting 
that those who built Russian political and military power had thereby 
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prepared for Soviet power. But with regard to Pushkin, for example, 
no such explanation was possible and was therefore expressly spurned. 
One is completely justified in viewing this as a triumph of the people’s 
sense of values over a purely mechanistic philosophy, and to this 
extent Timasheff is right. 

But it must also be recognized that the regime could make these 
concessions without too many misgivings because its philosophy does 
not consider the cultural fields of primary importance. The people 
gained more than the regime yielded. As long as the economic and 
political institutions, which the Soviet government regards as “ulti- 
mately determining,” remain unchanged, the government trusts that 
its concessions are of minor significance. In no sphere is this more 
conspicuous than in the generous nationalities policy. The com- 
munists believe that the preservation of national groups, once they 
cease to serve as ideological screens for imperialistic private interests, 
is just an innocuous pastime, well adapted to diverting critical atten- 
tion from things that really matter. Thus they chanced on one of 
their great achievements—ethnic equality, the climax to their principle 
of nondiscrimination and an advertisement to all colonial peoples of 
Soviet democracy as the alternative to white imperialism. Indeed, the 
government gained, in exchange for a concession of secondary impor- 
tance to it, an immeasurable advantage in its expansionist drive. But 
of all this there is literally not a word in Timasheff’s book; the author 
merely finds that Russia is back to normalcy. 

Similarly Timasheff misjudges the question of internationalism in 
his chapter on the “fatherland.” On the one hand, he pictures the 
original anti-Russian and anti-Western internationalism as exclu- 
sively a work of arbitrariness; he fails to mention the fateful interac- 
tion between it and Western anticommunism, which gave even the 
League of Nations the character of an anti-Soviet bloc and culminated 
in the invasion. Indeed, he refers to the invasion only once (p. 155), 
and then as an encouragement to the communists because of its half- 
heartedness. On the other hand, after showing how the Soviet leaders 
restored all the symbols of national greatness to their old splendor in 
order to placate the people, he not only equates nationalism with 
normalcy but almost equates it with peaceableness, and finds in it 
nothing to worry about. In point of fact, the line between national- 
ism and internationalism is blurred by Soviet policy; national expan- 
sion of the socialist power can appear as the special strategy of the 
world revolution. 

The same strange blindness to the Soviet art in snatching victory 
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out of defeat can be found even in Timasheff’s discussion of economic 
problems. Probably the most important single event in Soviet history, 
and one of the greatest potential significance in world history, was 
the readmission in 1933 of individual homesteads on the forcibly 
collectivized farms in order to appease the resistance of the agricul- 
tural population, which had resulted in the terrible famine. This 
really was a major concession; it sacrificed the one-class doctrine of 
the proletarian-collectivist pattern of life as the only permissible one 
to the principle of pluralism. But just as the orthodox doctrine had 
driven the Russian peasants to a food strike, so had it driven the 
farmers of Central Europe to fascism. The new principle is designed, 
and cannot fail, to attract into the Soviet orbit the land-hungry peas- 
ants all over the world in both colonial countries and those with big 
feudal properties. But of this side of the picture Timasheff is appar- 
ently unaware. 

It has already been mentioned that the author produces rich sta- 
tistical evidence for his thesis that what the Soviet revolution finally 
achieved was only what-could have been accomplished at lesser cost 
and more quickly if the strongly progressive movement of the last 
years before World War I had not been interrupted. This thesis is 
made even more interesting by its generalization into a theory that 
claims to hold for every revolution. One may rightly object, how- 
ever, to statistics of a hypothetical case; moreover, the theory and 
thesis obviously imply that the revolution was something arbitrary 
and avoidable and can be attributed merely to the wickedness of 
subversive elements—a position that it should be impossible for a 
sociologist to stick to. The chapters on the changes in social strati- 
fication and on cultural policies, in which Timasheff is at his best, 
appear unobjectionable to this reviewer and are undeniably rich in 
original material. The discussions of the management of culture, in 
particular, its fluctuations and vicissitudes, contain much and impor- 
tant detail that to this reviewer’s knowledge cannot be found else- 
where in the non-Russian literature, and certainly not in the Russian 
literature. 

With regard to social and economic topics the situation is quite 
different. Timasheff’s lack of familiarity with the socialist literature 
is manifest when, for example, he traces the idea of the collectiviza- 
tion of agriculture to an accidental and inconclusive experiment in 
one village (p. 126). Apparently he does not know that the program 
follows strictly the line laid down by Kautsky thirty years earlier 
in an elaborate discussion of agricultural problems; the communists, 
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naturally, studiously conceal this origin and credit the plan entirely 
to Stalin’s personal genius. Several times Timasheff assures his 
readers that among the ghastly failures of the regime is the fact that, 
contrary to the blueprint, the state did not “wither away” but a 
dictatorship was established and maintained (p. 379). Here he ignores 
the socialist literature on the dictatorship of the proletariat. He also 
speaks of the refutation of the Marxian utopia in industry (p. 108); 
not only was the bourgeoisie eliminated, according to Timasheff, but 
so were the “claims of the individual groups of workers on the fac- 
tories where they worked.” Are these claims what he understands 
to be Marxian utopia? And what, finally, is one to say if he lists as a 
conspicuous item in the “great retreat” from communism the abolition 
of rationing (pp. 140, 357)! 

These and similar errors may not mean much; little follows from 
them. But much follows from the author’s misjudgment of social 
and economic facts. He is perfectly right in assessing the magnitude 
of the agricultural catastrophe of 1933 as he does, but this occurrence 
was obviously quite apart from the industrial development under the 
Five-Year Plan. The author mentions the “unspeakable chaos which 
emerged throughout the economic system” (p. 125). He concedes 
that no industrial breakdown took place and that heavy industry 
grew “approximately according to plan.” But he goes on to say that 
light industry did not grow, which is, however, precisely what the plan 
intended and what made for rapid and forced industrialization by 
diverting labor and materials from the production of consumption 
goods to that of machines. Timasheff expects the Russians to eat their 
cake and have it too. Thus he summarizes his judgment as “the impos- 
possibility of achieving the plan” (p. 357). 

This kind of reasoning blinds the author to the actual achievements 
of the plan. He says nothing of the periodical crises in the West’s 
industrial process that form the necessary background for under- 
standing the idea of the planned economy. Although he mentions 
the discussion of the planned economy by Rathenau (p. 120), he 
later forgets about it and speaks in ironical vein of the “discovery 
of the planned economy and its sublimation to the level of a miracu- 
lous means of reaching the Paradise of communism” (p. 347). The 
paradise certainly was not reached, but the author fails to note that 
military victory was achieved and that even this country could not 
attain victory without establishing a strictly planned war economy. 
He mentions, in passing, the “temporary enthusiasm” for socialist 
building which is one of the distinguishing features of Soviet life, but 
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there is no sign of his understanding that the apathy of the workers 
is perhaps the gravest curse of industrial work under capitalism, and 
that the Soviet achievement is correspondingly important. He 
observes correctly that the “great retreat” from equality in industry 
was due to considerations of efficiency in modern large-scale pro- 
duction, but his rejoicing in this fact shows that either he does not 
see the grave implications of inequality for democracy, or does not 
care to worry about them. Moreover, his rejoicing is not quite justi- 
fied because the rising middle class in Russia is not, as he seems to 
think, identical with that in the Western countries; the former 
derives its functions from the revolution of collective property rather 
than that of individual property. And finally, it is absurd to heap 
scorn on what he brands the “commercialization of the revolution” 
(p. 147) and what is, in more sober language, the financing of huge 
investments by the convenient device of an enormous sales tax on 
consumption goods. ‘Timasheff does not understand the technical 
necessity for any economic system, if it is to avoid inflation (and it 
took the Russians a long time to rediscover this truth), to absorb by 
the accumulation of profits or taxes that portion of the national 
money income that is proportionate to the share of investment in 
total production. 

Jacques Maritain, who is certainly a pious Christian and by no 
means a Soviet partisan, has, in True Humanism, explained Sovietism 
as the counterpart, in the backward country, of the humanist revolu- 
tion in the West some centuries earlier: the revolution against obsolete 
and hardened forms of Christian society, at the expense of the true 
Christian inheritance as well. This theory is a conspicuous example 
of the wealth of insight that flows from a generous heart. Timasheff, 
for all his learnedness and his invaluable material, has failed to use 


this key to an understanding of his problem. 
EDUARD HEIMANN 


MAXWELL, JAMES A. The Fiscal Impact of Federalism in the 
United States. Cambridge: Harvard University Press. 1946. vii & 
427 pp. $5. 

The author might have called this book a treatise on “The Fiscal 
Dilemma of Federalism in the United States.” In a historical pro- 


logue and a systematic introductory chapter the traditional policy of 
“a minimum of federal government” is confronted with the growth 
of vital government duties of national concern. The author does not 
accept, however, the view that federalism is simply an inheritance of 
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the “horse and buggy days.” Federalism in the United States is 
rooted in the diversity of needs and standards of various regions. If 
we had not inherited federalism from the past, we should have to 
adopt it now. “For some countries federalism is appropriate because 
only federalism is practicable” (p. 31). 

For many government functions, such as public assistance, educa- 
tion, and most public works, the author believes that only state and 
local administration is practicable. On the other hand, the federal 
government is in the best position to levy the most productive taxes 
and to borrow, and has the duty of enforcing minimum national 
standards of government performance. In this situation federal grants 
to states are the main instrument for approaching a solution of the 
financial dilemma of federalism. These grants should result in inter- 
area transfers of resources. They should be given conditionally in 
order to insure a national minimum of government services in various 
parts of the country. They should not, however, aim at uniformity of 
performance, which would not be compatible with the basic diversity 
of needs and standards. 

These general principles are spelled out in detail in a series of 
chapters dealing with the several functions of government. In each 
field the author shows the struggle between the expansion of direct 
federal activity and of state-local activities. His subjects range from 
the area of defense, where there is a maximum central responsibility, 
to that of law enforcement, which is primarily a task of state and local 
governments. 

The author presents his policy recommendations in a concluding 
chapter of the book. The recommendations are thoughtful and are 
presented with a good deal of skepticism. The author does not pretend 
to know any easy solution for the dilemma. “It is of the essence of 
federalism that no complete theoretical solution can be found” (p. 
376). He recognizes that the present distribution of federal grants 
does not correspond to the differences in the fiscal capacity of the 
states. Matching grants often induce states to devote relatively more 
funds to programs supported by the federal government than to other 
programs. Thus they distort budget allocations and result in a 
spending of government funds which is not necessarily in accord with 
the social and economic priorities of the various programs. 

The author recommends variable and conditional grants, especially 
for new federal-aid programs, such as education and public health. He 
also recommends that the income tax become exclusively a federal 
source of revenue. He wavers somewhat between a recommendation 
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for piecemeal improvements and for a thorough revision of the whole 
federal-state-local fiscal relationship. With respect to many federal 
grants “custom and law ... are so firmly established that practical 
reform will have to be limited to piecemeal revisions” (p. 377). But a 
few pages later he says more boldly: “If the federal government is to 
use the conditional grant as an important fiscal instrument, it is 
eminently desirable that the piecemeal approach be modified. . . . The 
grants should be thought of as a coordinated whole and they should 
be framed and administered as a national plan” (p. 390). And again, 
after a few more pages: “. . . no ideal over-all revision can be sug- 
gested” (p. 403). 

The author does not include specific recommendations for the pos- 
sible role of federal aid in a national program of economic stabiliza- 
tion. There is no reference to the effort made during the war, which 
was at least partly successful, to coordinate federal-state-local fiscal 
policies in support of the stabilization program. The author does 
mention that state and local public works policies during the depres- 
sion counteracted the federal recovery policy. He also refers to the 
limitations to borrowing by nonfederal governments in a depression, 
and states that the emergency solutions of the 1930’s were not satis- 
factory (pp. 175 ff.). But he does not include this aspect of antidepres- 
sion policies in the recommendations of the concluding chapter. There 
is a hint at the desirability of inducing states to give up “certain ob- 
jectionable forms of taxation” (p. 294). But in this respect, too, no 
specific recommendation is made. 

This book is not yet the last word on a much-needed program for 
the revision of federal-state-local fiscal relations. But it provides valu- 
able historical background material and guiding principles for any 
such effort. 

GERHARD CoLM 


Washington, D. C. 


HEXNER, ERVIN. International Cartels. Chapel Hill: University 
of North Carolina Press. 1945. 391 pp., appendices 140 pp., index 
24 pp. $6. 

This extensive study on international cartels has a twofold aim. In 
a descriptive part the author presents a factual picture surveying more 
than a hundred international cartels; in a general introduction he 
undertakes to outline some basic principles of international cartel 


policies. 
The descriptive part offers for the first time a broad modern survey 
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covering the whole field of international cartel agreements. Hexner 
deals in short descriptions not only with most raw-material cartels, 
but in addition with international cartels in all the important metalls, 
in chemicals and pharmaceutical materials and in asbestos, buttons, 
cement, enamelware, glass, household appliances, linoleum, motion 
pictures, optical goods, paper, rayon, typewriters, watches, and even 
in submarines, the latter a field in which complicated marketing con- 
trols existed before the war, one of them dominated by the Electric 
Boat Company of New York, the other by Vickers of London. Hexner 
includes also some service agreements, such as those existing in the 
fields of shipping, insurance, and communications. These clear and 
concise accounts are based on the extensive literature and on docu- 
ments and other factual evidence; the complete texts of the Diisseldorf 
Agreement and the British-American-Canadian chemical agreements 
are included, as are those covering the international cartels in rails, 
sulphur, copper, and hydrogenation. The result is a book that is in- 
valuable for all students of international cartel problems. 

The introductory part, attempting in vain to differentiate between 
private cartels and the innumerable governmental measures in this 
field, has to some extent been outdated by recent developments. In 
examining the structure and policies of international cartels Hexner 
tries to show that cooperation by private entrepreneurs on interna- 
tional markets is not necessarily an evil. His examples partly justify 
his thesis. On the other hand, we know—and it is evident also from 
Hexner’s book—that cartel abuses undoubtedly have occurred, abuses 
not only by private business but also by governments and by the joint 
action of both. The remedies that Hexner suggests are customary 
formulas: cartel publicity; cooperation between private entrepreneurs 
and governments in stabilizing prices and balancing the expansion of 
production; consumer representation; intergovernmental conventions 
to regulate patent licensing; and the outlawing of price discrimina- 
tions. He does not, however, propose the destruction of all cartels, as 
is postulated in the rigid anticartel laws of the United States. He ap- 
proaches the “neutral,” tolerant, and not too efficient British attitude 
in his recommendation that private market controls be supervised by 
international organizations dealing with trade problems in general, 
rather than by specific cartel control agencies and courts—which are 
certainly better fitted for real supervision than are overburdened inter- 
national trade agencies. 

On the whole, Hexner’s suggestions are in accordance with the 
general trend of recent studies, such as those of Whittlesey, Knorr, 
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and Mason: the purely legalistic “monopoly approach” has been giv- 
ing way to an emphasis on the international-trade aspects of the cartel 
problem. But international cartels—whether private, governmental, or 
mixed—are today mainly instruments of commercial policy, and this 
part of the problem, though indicated by Hexner, is not sufficiently 
stressed. It is to be hoped that a new edition of his indispensable book 
will not only add the developments of the last two years but also deal 
with the new policy of the United States Department of State and 
Foreign Trade Council, a policy that may be characterized as a com- 
mercial antitrust attitude, in contrast with the legalistic antimonopoly 
attitude pursued by the Department of Justice. 
FREDERICK HAUSSMANN 

Upsala College 


COMMISSION ON FREEDOM OF THE PRESS. A Free and Re- 
sponsible Press. Chicago: University of Chicago Press. 1947. ix & 
106 pp. $e. 

This postwar era of the broken atom, when, more than ever, the 
condition of the world is dependent on the opinion of the common 
citizen, an opinion derived chiefly from the printed word, is a most 
propitious time for putting the press to the test of calm, informed 
critical analysis. And the analysis, fortunately, has been made. It 
sprang from a conversation more than three years ago between Henry 
R. Luce of Time and Chancellor Robert M. Hutchins of the Univer- 
sity of Chicago. Armed with grants from Time and from the Encyclo- 
paedia Britannica, a commission was appointed, consisting of Robert 
M. Hutchins, Zechariah Chaffee, Jr., John M. Clark, John Dickinson, 
William E. Hocking, Harold D. Lasswell, Archibald MacLeish, Charles 
E. Merriam, Reinhold Niebuhr, Robert Redfield, Beardsley Ruml, 
Arthur M. Schlesinger, and George N. Shuster. Here we have the 
result: a detailed, exhaustive laboratory analysis of the American 
press, its theories, its responsibilities, its practices, and its failures. The 
word “press” in the report is intended to include the major agencies 
of mass communication: newspapers, radio, motion pictures, maga- 
zines, and books. The work of the Commission includes, besides its 
general report, six separate studies of the overall mass communica- 


tions industry. 

The Commission posed for itself a fundamental question. “Is the 
freedom of the press in danger?” Its conclusion: “Yes.” Three reasons 
are given for this significant statement, after which the Commission 


proceeds to elaborate why the situation exists and what can be done 
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about it. The reasons are worth quoting: “First, the importance of 
the press to the people has greatly increased with the development of 
the press as an instrument of mass communication. At the same time, 
the development of the press as an instrument of mass communication 
has greatly decreased the proportion of the people who can express 
their opinions through the press. Second, the few who are able to use 
the machinery of the press as an instrument of mass communication 
have not provided a service adequate to the needs of the society. Third, 
those who direct the machinery of the press have engaged from 
time to time in practices which the society condemns and which, if 
continued, it will inevitably undertake to regulate or control.” 

The danger is not immediate, the Commission believes, but its 
existence is increasingly evident. It exists because of the economic 
structure of the press, the industrial organization of modern society, 
and “the failure of the directors of the press to recognize the press 
needs of a modern nation and to estimate and accept the responsibili- 
ties which those needs impose upon them.” The advances in modern 
industrial methods, together with the economic structure of the coun- 
try, have inevitably thrust the management of the press into the realm 
of big business. As businessmen, the operators of newspapers control 
their interests in such a way as to create dividends. The result has 
been, in some instances, a lessening of the realization of critical re- 
sponsibility owed to the people. With the control of the means of 
mass communication in the hands of a decreasing number of publish- 
ers, the people are increasingly dependent on a limited view of the 
news. As an unfortunate result, “the owners and managers of the 
press determine which persons, which facts, which versions of the facts, 
and which ideas shall reach the public.” 

Dependent on advertising and high circulation for its income, the 
press emphasizes the sensational rather than the significant, the 
unique in place of the representative. Entire series of events of the 
utmost social significance are relegated to obscurity or complete obliv- 
ion, while scandal, sex, and intensified gossip are plastered, with 
banner headlines, over far too many pages. The implications of this 
condition are frightening, as the weighing of conflicting views is essen- 
tial to a considered opinion on problems affecting the condition of 
society. We are becoming a nation more and more dependent for our 
knowledge of events on fewer and fewer individuals who are engaged 
in business. 

This is not a blanket indictment. The Commission makes it clear 
that many American newspapers “have achieved a standard of excel- 
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lence unsurpassed anywhere in the world.” The press as a whole, 
however, requires a thorough scrubbing. What is required, the Com- 
mission states, is information, “provided in such a form, and with so 
scrupulous a regard for the wholeness of the truth and the fairness of 
its presentation, that the American people may make for themselves, 
by the exercise of reason and of conscience, the fundamental decisions 
necessary to the direction of their government and of their lives.” 

How is this to be achieved? The necessary cure, the Commission be- 
lieves, is emphatically not to be found in government control. On 
the contrary, such control would cure the ills of freedom of the press 
“only at the risk of killing the freedom in the process.” Government 
should, however, extend to the radio and the motion picture the con- 
stitutional guarantee of freedom of the press. It should foster the in- 
troduction of new techniques and maintain competition among large 
units through the antitrust laws. The Commission also recommends 
the repeal of current legislation prohibiting expressions in favor of 
revolutionary changes where there is no evidence that violence will 
occur as a result. Where private agencies are inadequate the govern- 
ment should institute information centers of its own. 

The time has come for the press to look upon itself as a profession, 
with the responsibilities attendant upon the professions. Space should 
be available for opinions conflicting with the opinions of the pub- 
lishers. The people should be given a completely unbiased presenta- 
tion of news which concerns them. The Commission’s statement here 
is biting and succinct: “there are some things which a truly profes- 
sional man will not do for money.” The press should engage in 
“vigorous mutual criticism.” “If the press is to be accountable—and it 
must be if it is to remain free—its members must discipline one another 
by the only means they have available, namely, public criticism.” 

The public must recognize the importance of a truly free press to 
its wellbeing. Until now it has not done so. The establishment of an 
independent agency to appraise and report annually upon the per- 
formance of the press is recommended. This body would be free of 
obligation to either the press or the government. It would periodi- 
cally offer critical reports on the behavior of the press. 

It is true that the recommendations are not startling, just as it is 
true that they are fair and are expressed with a wide comprehension 
of the problem. The recommendations are practical enough to be 
put into effect, provided proper pressure is exerted. 

It is difficult to criticize any major premise in this book, for its 
observations are manifestly the result of painstaking analysis performed 
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without preconceived prejudice. Criticism from the criticized has in 
this case evidenced itself largely in carping details and glib assertions 
of the fact that no working newspeperman was represented on the 
Commission. The evidence remains. The American press is not ful- 
filling its obligations to the people of this country. 

As a working newspaperman in a position to be present at the 
source and birth of news, and as one who has examined the treat- 
ment in various media of mass communication, I have one regret in 
connection with the report. The appendix could easily have pre- 
sented the evolution of a socially significant story and the manner in 
which it was treated in different newspapers. Taking this one story 
as an example, the Commission could have pointed specifically to 
concrete examples of bias, special interest, and absence of responsi- 
bility. 

BENNETT SCHIFF 


New York City 


SMITH, BRUCE LANNES; LASSWELL, HAROLD D.; and CASEY, 
RALPH D. Propaganda, Communication, and Public Opinion. Prince- 
ton: Princeton University Press. 1946. 435 pp. $5. 

This book is an outgrowth of the authors’ earlier bibliography, 
Propaganda and Promotional Activities, published in 1935. Mainly, 
it is a listing and annotation of works on the theory and practice of 
mass communication which appeared between mid-1934 and March 
1943. It includes a list of titles on popularization, a special list of 
“One Hundred and Fifty Outstanding Titles,” and four essays: ““Com- 
munication Channels” by Ralph D. Casey; “The Political Communi- 
cation Specialist of Our Times” by Bruce Lannes Smith; and “De- 
scribing the Contents of Communications” and “Describing the Effects 
of Communications” by Harold D. Lasswell. 

The introduction differentiates carefully between propaganda and 
other forms of mass communication. Propaganda, which is defined as 
“language aimed at large masses . . . to influence mass attitudes on 
controversial issues,” is seen as a means of social control, shaped by, 
and acting upon, the social structure of the society in which it operates. 

Dr. Casey’s essay is concerned with the thesis that democratization, 
technological and industrial change, and urbanization have resulted 
in a huge increase in the “public,” and in a trend toward consolida- 
tion, standardization, and chain operation of all the media of 


communication. 
The essay by Dr. Smith is largely an analysis of the “social origins 
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and careers of the heads of state and the propaganda ministers of 
eight great power nations.” He is careful to say that his conclusions 
are tentative, based on “highly insufficient data,” and are primarily 
only indications for future studies. This paper is welcome, as almost 
nothing is known about this type of vocational selection and adjust- 
ment. The essay concludes with a clear statement of the dangers of 
propaganda, and stresses the necessity for and the means of controlling 
the propaganda specialist. 

Dr. Smith stresses the finding that although certain preconditions 
for this type of leadership are essential, such as a “childhood in certain 
social strata and in families in which certain exposures are constant,” 
these fail to explain why particular men became leaders. Unfortunately, 
some of his supporting data are incorrectly classified. For instance, 
included among “childhood” exposures to the key symbols of society 
is training at university and graduate school. And such unlike factors 
as Franklin Roosevelt’s cousinhood to Theodore Roosevelt, Goebbels’ 
attendance at a Catholic elementary school, and the professorship of 
General de Gaulle’s father, are thrown into one category: exposure 
to authoritative symbols of society. . 

Among the statements concerning those leaders who are sons of 
manual laborers are the following: “If the manual worker’s child rises 
to the top, his ascent may be due in no small measure to the influence 
of a highly articulate mother”; and “The ascent of a worker’s son 
may also be traced to symbolic compensation for very great physical or 
psychological handicaps.” The use of the qualifying phrases “may be 
due in no small measure to” and “may also be traced to” is confusing. 
If “may” is simply a statement of possibility, the remarks are truisms. 
If it is a purely stylistic qualification another problem is raised. Even 
if we assume that Goebbels, Hitler, and Mussolini are explainable in 
these terms, there are other sons of workers in the same countries who 
grew up under the same conditions but did not become leaders. More- 
over, these quasi-psychological statements are not of the same order as 
those that estimate, on the basis of objective preconditions, the com- 
parative chances of a manual worker’s and a white-collar worker’s son. 

Dr. Lasswell’s first paper is a discussion of the purposes and tech- 
niques of content analysis, and of the underlying assumptions. Espe- 
cially important are his statements concerning the interrelationship 
of signs and symbols, his consideration of the links between studies of 
content and of response. and his definition of an adequate content 
analysis. Dr. Lasswell makes the point that much of content analysis 
is the comparison of frequencies, and that it is necessary to express 
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these in terms of a stable base. The addition of selected symbols is 
one way of accomplishing this, but then the difficulty arises that we 
generally do not know how symbols and the total number of words in 
a given channel are related. This difficulty can be obviated by selecting 
the total number of words as a base, but then it is necessary to investi- 
gate “whether there is a constant relationship between the number of 
words and the magnitude of the universe of meaning that they 
convey.” This is an extension of the problem of the unit, over which 
every content analyst has puzzled. Dr. Lasswell seems not to have seen 
that a way out of the dilemma may be found: it is reasonable to assume 
that meaningfulness is in ideas, not in words; the total number of 
ideas, in issues and through time, can be taken as the base. 

His companion essay enumerates the different ways of gathering 
data relating to response. Four types of observers are specified: collec- 
tors of tabulated data, spectators, participant-observers, and inter- 
viewers. For each activity the assumptions are briefly stated, and the 
difficulties treated in the form of warnings. 
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The final section of this paper is devoted to the relationships be- 
tween predispositions, contents, and effects. The problem is the mani- 
fold and shifting meanings of a given word. In Lasswell’s language, 
there is no constant relationship between variable and index terms. 
He suggests certain ways of overcoming this: intercalibration, the use 
of experimental and psychiatric data, and a unification of terminology. 
He concludes by stating that scientific work in response is based on 
the postulate that the “probability of the occurrence of one response 
over another varies with the ratio of indulgence to deprivation,” and 
insists that we cannot have data relevant to response unless they are 
related to this I-D Ratio. This is valid, but it is of only formal im- 
portance. The solution is not only in relating the symbols to the I-D 
Ratio but in establishing for a given audience, and for its subgroups, 
what is perceived by them as indulgent and what as deprivational, and 
how their definitions are related to objective indulgences and de- 
privations. 

The bibliography proper contains about 3,000 titles on or related to 
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mass communication, each briefly annotated. In most cases there are 
a few words concerning the author, or references to sources of bio- 
graphical data. The titles are divided into seven groups and various 
subgroups: propaganda strategy and technique; propaganda classified 
by the name of the promoting group, and by the response to be eli- 
cited; the symbols and practices of which propaganda makes use or 
to which it adapts itself; channels of communication, including the 
communication specialist; measurement and control and censorship. 
This is certainly a valid classification. The index is complete, and the 
very brief descriptions of the authors are valuable and in most cases 
apt. It might have been just as well to omit most of the textbooks. 
This volume is a necessity for those seriously interested in mass 
communication. It has a value beyond its completeness and accuracy, 
for in the social sciences, unfortunately, bibliography plays almost 
the same role as that which is filled by unified theory in the natural 
sciences. 
SIDNEY AXELRAD 
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